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CONTENTS 


Company  Name 

Action  Technologies,  Inc. 

Acxiom  Corporation 
Adobe  Systems,  Inc. 

ADP  Financial  Services 
Advantis 

Affiliated  Computer  Services,  Inc. 

ALLTEL  Information  Services,  Inc. 

America  Online,  Inc. 

American  Business  Computer 
See:  Sterling  Commerce,  Inc. 

American  Management  Systems,  Inc. 

American  Software,  Inc. 

Ameritech  Corporation 
Anacomp,  Inc. 

Analysts  International  Corporation 
Andersen  Consulting 
Applix,  Inc. 

Arkansas  Systems,  Inc. 

Arthur  D.  Little,  Inc. 

AT&T  Global  Information  Solutions 
(name  changed  to  NCR) 


Date 

Primary 

Markets 

Primary 

Product/ 

Service 

Offering 

12/95 

Cross/P  A/INT 

3,4 

7/96 

Cross/SA 

1,2,5 

5/96 

Cross/OS 

4 

3/96 

Bank 

8,3 

6/95 

Cross 

1,2,8 

3/96 

Bank,  Cross 

1,8,7 

8/96 

Bank,  HS,  Tele 

8,3 

4/96 

Cross/DB 

2 

5/96 

Tele,  Bank,  Fed, 
Loc,  Educ 

6,7 

2/96 

Cross,  DMan,  Dis, 
HS 

10/95 

Cross 

2,  6,  7,  3 

3/96 

Cross/COM 

1 

1/96 

Cross 

6 

5/96 

Cross 

7,6 

8/96 

Cross/INT 

4 

2/96 

Bank,  Cross 

3,4,6 

8/96 

Cross 

6 

7/95 

Bank,  RSal,  Tran, 
Man,  Tele,  St 

6,  7,  3,  4 
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AT&T  Solutions 

6/96 

Bank,  Man,  Dis, 
Tran,  Tele,  Util,  HS 

6,  7,8 

Autodesk,  Inc. 

7/96 

Cross/E  S 

Automatic  Data  Processing,  Inc. 

6/96 

Cross/HR,  AC 

1,2 

Auto-trol  Technology  Corporation 

8/96 

DMan,  PMan,  Util 

3,  5,6 

Avalon  Software,  Inc. 

5/94 

DMan,  PMan,  Dis 

Baan  Company,  N.V. 

6/95 

DMan,  Dis 

3 

BACHMAN  Information  Systems,  Inc. 
(name  changed  to  Cayenne  Software) 

2/96 

Cross/CASE 

4 

Bell  Atlantic  Corporation 

5/96 

Cross 

6,  3,  4, 

Bell  Atlantic  Business  Systems  Services 
See:  DecisionOne  Corporation 

Bell  Atlantic  Network  Integration,  Inc. 

8/96 

Bank,  Educ,  BServ, 
HS,  St 

7,8 

BellSouth  Corporation 

11/95 

Cross 

2,7 

BISYS  Group,  Inc.  (The) 

2/96 

Bank 

1,8 

Boeing  Information  Services 

4/94 

Fed 

6,7 

Boole  & Babbage,  Inc. 

3/96 

Cross 

4 

Boston  Consulting  Group,  Inc. 

5/96 

Cross 

6 

Brainstorm  Technologies,  Inc. 

3/96 

Cross 

4 

Broadway  & Seymour,  Inc. 

10/95 

Bank 

7,  6,3 

Broderbund  Software,  Inc. 

8/96 

PServ,  Educ 

3 

BSG  Alliance/IT,  Inc. 

4/96 

PMan,  Ins,  Tele, 
Tran 

6,7 

Business@Web,  Inc. 

(name  changed  to  OneWave,  Inc.) 

4/96 

Cross/INT 

3,6 

CACI  International 

2/94 

Fed 

6,8 

Cadence  Design  Systems,  Inc. 

6/96 

Cross/ES 

3 

Cambar  Software,  Inc. 

2/96 

WSal,  DMan 

3 

Cambridge  Technology  Partners,  Inc. 

6/96 

Ins,  Man,  Bank,  Tele 

6,7 

Candle  Corporation 

6/94 

Cross 

4 

CAP  GEMINI  America 

7/96 

Cross 

6,7 

Ceridian  Corporation 

4/95 

Cross/Fed 

1,7 

Ceridian  Employer  Services 

4/95 

Cross 

1 

Checkpoint  Software  Technologies,  Ltd. 

7/96 

Cross/INT 

4 
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Cincinnati  Bell  Information 
Systems  Inc. 

8/96 

Tele,  Fed 

1,3,6 

Cincom  Systems,  Inc. 

6/96 

Cross,  Man 

4,3 

Cisco  Systems,  Inc. 

5/95 

Cross 

— 

Comdisco  Disaster  Recovery  Services 

9/96 

Cross/DR 

1,8 

Complete  Business  Solutions,  Inc. 

2/96 

Cross 

6,7 

Compression  Labs,  Incorporated 

6/96 

Cross 

5 

CompuServe  Incorporated 

4/96 

Cross/DB 

2,3 

Computer  Associates  International, 
Inc. 

1/96 

Cross,  DMan 

4,3 

Computer  Horizons  Corp. 

6/96 

DMan,  PMan,  Tele, 
Bank 

6,7 

Computer  Outsourcing  Services,  Inc. 

4/96 

Cross/HR,DMan, 
PMan,  HS 

1,8 

Computer  Sciences  Corporation 

2/96 

Fed,  Man,  Bank,  Ins 

6,  7,8 

Computer  Task  Group,  Inc. 

9/96 

DMan,  PMan,  Bank 
BServ 

6,7 

CompuTrac,  Inc. 

6/96 

BServ 

5 

Compuware  Corporation 

3/96 

Cross 

4,6 

Comshare,  Inc. 

2/96 

Cross/PA 

3,6 

Consilium,  Inc. 

3/96 

DMan,  PMan 

3,6 

Continuum  Company,  Inc.  (The) 
(acquired  by  Computer  Sciences  Corp) 

1/96 

Ins,  Bank 

6,  3,  1,  8 

Coopers  & Lybrand  Consulting 

5/96 

Cross 

6,7 

Cordant,  Inc. 

3/95 

Fed,  DMan,  PMan 

7,6 

Corporate  Computing  International 

9/94 

Cross 

4,6 

Corporate  Systems,  Ltd 

10/95 

Cross/HR 

1,6 

CSG  SYSTEMS,  Inc. 

4/95 

Tele 

1 

Cutler-Williams,  Inc. 

2/95 

Cross 

6,7 

CyberGuard  Corporation 

8/96 

Cross/INT 

4 

CyCare  Systems,  Inc. 

(acquired  by  HBO  & Company) 

5/95 

HS 

1,5,8 

Daly  & Wolcott,  Inc. 

7/95 

Dis,  Man 

3,6 

DataTimes  Corporation 

4/95 

Cross/DB 

2 

DataWorks  Corporation 

3/96 

DMan 

DecisionOne  Corporation 

4/96 

Cross 

6,8 
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Deloitte  & Touche  Consulting  Group/ICS 

9/96 

Cross 

6 

Delphi  Information  Systems,  Inc. 

3/96 

Ins 

5,6 

Delta  Consulting  Group,  Inc. 

5/96 

Ban,  HS,  Man, 
Tele 

6 

Dialog  Information  Services,  Inc. 

See:  Knight-Ridder  Information,  Inc. 

Diba,  Inc. 

9/96 

Cross/INT 

4 

Digital  Equipment  Corporation 

1/96 

Cross 

7,8,  6,  4 

Dimension  X 

8/96 

Cross/INT 

4 

Donnelley  Enterprise  Solutions,  Inc. 

3/96 

Cross 

6,  7,8 

Dun  & Bradstreet  Software 

6/94 

Cross/HR/AC 

DMan 

'j 

Easel  Corporation 

5/94 

Cross 

4 

EDS 

7/96 

Bank,  Ins,  Fed 
St,  DMan,  Tele 

1,  6,  7,  8 

ENTEX  Information  Services 

9/96 

Cross 

5,7 

Equifax  Inc. 

5/96 

Ins,  Bank,  RSal 

1,2,3 

Ernst  & Young  LLP  Management 
Consulting 

9/95 

DMan,  PMan,  Ins, 
Bank,  Util,  Tele,  HS 

6,  7,  8,  4 

First  Data  Corporation 

6/96 

Bank,  RDis,  HS, 
Cross 

1 

FIserv,  Inc. 

5/95 

Bank 

1,2,  8,3 

Friedman  Associates 

2/96 

DMan,  PMan,  WSal 

3 

Frontier  Technologies  Corporation 

8/96 

Cross/INT 

4 

Geac  Computer  Corporation  Limited 

9/96 

Bank,  Pserv,  Man 
Loc 

3,5 

GE  Information  Services 

9/95 

Bank,  DMan,  PMan, 
Cross 

1,2 

General  Magic,  Inc. 

7/96 

Cross/INT 

3,4 

GENES YS  Software  Systems,  Inc. 

12/94 

Cross/HR 

3 

Genix  Group  (The) 

(acquired  by  Affiliated  Computer  Services) 

4/96 

PMan,  DMan,  Bank, 
Ins,  HS 

8 

Global  Internet  Access  Services,  Inc. 

8/96 

Cross/INT 

7,  2,4 

Gupta  Corporation 
(name  changed  to  Centura  Software) 

5/95 

Cross 

4 

Harte-Hanks  Data  Technologies 

9/96 

Cross/SA 

1,3 

HBO  & Company 

11/95 

HS 

5,  1,6 
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Health  Data  Sciences  Corporation 

2/95 

HS 

5 

Hewlett-Packard  Company 

4/95 

Cross 

6,  7,8 

Hogan  Systems,  Inc. 

(acquired  by  The  Continuum  Company) 

Hyperion  Software  Corporation 

2/96 

Cross/AC/HR 

o 

J 

IBM  Integrated  Systems  Solutions 
Corporation 

7/95 

Bank,  Ins,  HS, 
Dis,  Tran,  Man, 
Tele,  Util 

8,  7,  1 

iCat  Corporation 

9/96 

Cross/INT 

4 

IMREX  Computer  Systems,  Inc. 

10/94 

WSal,  RSal,  DMan 

3,6 

I-NET,  Inc 

9/96 

Fed,  Ener,  Man,  Bank  7,  8 
HS 

Infonet  Services  Corporation 

7/96 

Cross 

2,8 

Information  America,  Inc. 
(acquired  by  West  Publishing) 

5/94 

BServ 

2 

Information  Builders,  Inc. 

8/95 

Cross 

4,6 

Informix  Software 

4/95 

Cross 

4,3 

Infoseek  Corporation 

9/96 

Cross/INT 

4 

In  Power 

9/95 

Cross/HR 

3 

Integral  Systems,  Inc. 

2/94 

Cross/AC/HR 

3 

Intuit  Inc. 

3/96 

Cross,  Pserv 

J> 

ISM  Information  Systems 
Management  Corporation 
(acquired  by  IBM  Canada) 

7/94 

Fed,  St,  Bank 

8,  7, 
1,2 

Jack  Henry  & Associates,  Inc. 

1/96 

Bank 

5,  1,7,  8 

J.D.  Edwards  & Company 

3/95 

Cross/AC/HR 

3 

Keane,  Inc. 

11/94 

Cross 

6 

Kenan  Systems  Corporation 

7/95 

Tele,  Man,  Bank,  Fed  3,  6 

Knight-Ridder  Information,  Inc. 

7/95 

Cross/DB 

2 

KPMG  Peat  Marwick  L.L.P 

5/96 

Cross 

6,7 

Lante  Corporation 

9/94 

Cross 

6 

Lawson  Software 

2/96 

Cross/AC/HR 

3,6 

LEGENT  Corporation 
(acquired  by  Computer  Associates) 

5/95 

Cross 

4 

LGS  Group  Inc. 

9/95 

Cross 

6,  7,8 

Liant  Software  Corporation 

2/96 

Cross 

4 

Litton  Computer  Services 

6/96 

Cross 

1,2,  7,8 
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Logica  Inc. 

1/95 

Bank,  Ins,  Tele 

6,7 

Lotus  Development  Corporation 
(acquired  by  IBM) 

6/95 

Cross 

3 

Macromedia,  Inc. 

8/96 

PMan,  Cross/INT 

3,4 

Manugistics  Group,  Inc. 

9/95 

Cross 

3,4 

Marcam  Corporation 

5/95 

PMan 

'y 

J 

May  & Speh,  Inc. 

4/96 

Cross 

1,8 

McKinsey  & Company,  Inc. 

8/95 

Cross 

6 

MDIS  North  America 

5/95 

DMan,  Cross 

3,4 

Mead  Data  Central 
(name  changed  to  LEXIS-NEXIS) 

6/94 

Cross/DB 

2 

Medical  Information  Technology,  Inc. 
(MEDITECH) 

3/96 

HS 

3 

Meta-Software,  Inc. 

12/95 

DMan 

3,6 

Microsoft  Corporation 

4/96 

Cross/OS 

3,4,2 

M&I  Data  Services,  Inc. 

6/96 

Bank 

1,3,8 

Milkyway  Networks  Corporation 

9/96 

Cross/INT 

4 

Moore  Business  Communication  Services 

6/96 

Cross 

1 

National  Data  Corporation 

2/96 

RSal,  Bank,  HS 

1,2,5 

NETCOM  On-Line  Communication 
Services,  Inc. 

11/95 

Cross/INT 

2 

Netscape  Communications  Corporation 

5/96 

Cross/INT 

3,4 

NeXT  Software,  Inc. 

9/96 

Cross/INT 

4 

Novell,  Inc. 

3/96 

Cross 

4 

Omnipoint  Corporation 

9/96 

Cross 

2 

Open  Market,  Inc. 

7/96 

Cross/INT 

4 

Oracle  Corporation 

4/96 

Cross 

4,3 

O’Reilly  & Associates,  Inc. 

8/96 

Cross/INT 

4 

Pacific  Telesis  Group 

6/94 

Cross 

2,  6,7 

Parametric  Technology  Corporation 

2/96 

DMan 

3 

Paychex,  Inc. 

9/96 

Cross/HR 

1,8 

Pentamation  Enterprises,  Inc. 

10/94 

Educ,  St,  Loc 

3,6 

PeopleSoft,  Inc. 

9/96 

Cross/HR 

3 

Perot  Systems  Corporation 

7/96 

Cross 

6,  7,8 

PictureTel  Corporation 

8/96 

Cross 

5 
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PKS  Information  Services,  Inc. 

5/95 

Cross 

8 

Platinum  Software  Corporation 

3/96 

Cross 

3 

PointCast,  Inc. 

9/96 

Cross/INT 

2 

Policy  Management  Systems 
Corporation 

7/95 

Ins 

1,  3,  8 

Power  Computing  Company 

5/94 

Cross 

8,  6,  1 

PRC  Inc. 

7/94 

Fed 

6,7 

Progress  Software  Corporation 

6/94 

Cross 

4 

PSINet,  Inc. 

8/96 

Cross/INT 

2,4 

QAD,  INC. 

4/95 

DMan,  PMan 

3,6 

QUALCOMM  Incorporated 

4/96 

Cross,  Tran 

2,5 

Quarterdeck  Corporation 

8/96 

Cross/INT 

4 

Radnet,  Inc. 

8/96 

Cross/INT 

4 

RAILING 

6/96 

Tran 

2 

Raptor  Systems,  Inc. 

8/96 

Cross/INT 

4 

Ross  Systems,  Inc. 

2/96 

Cross/ AC,  Man 

3 

RSA  Data  Security,  Inc. 

5/96 

Serv 

4,6 

SAP  America,  Inc. 

2/95 

Cross/ AC 

3 

Sapient  Corporation 

3/96 

Cross 

6 

SAS  Institute  Inc. 

5/96 

Cross/PA 

3,4 

Science  Applications  International  Corp. 

8/96 

Fed,  St,  Loc,Tran 

6,  7,8 

SCO 

8/96 

Cross 

4 

SEI  Corporation 

5/94 

Bank 

1,8,3 

Shared  Medical  Systems  Corporation 

6/96 

HS 

8,  1,3,5 

Shaw  Systems  Associates,  Inc. 

11/94 

Bank 

3 

SHL  Systemhouse  Inc. 
(acquired  by  MCI) 

2/95 

Cross 

7,  6,8 

SoftKey  International,  Inc. 

7/96 

PServ,  Educ 

3 

Software  Maintenance  Specialists 

8/96 

DMan,  HS,  Bank, 
Ins 

8,  7,6 

Software  Publishing  Corporation 

9/94 

Cross 

3 

Spider  Technologies,  Inc. 

8/96 

Cross/INT 

4 

Sprint  Corporation 

9/96 

Cross 

2 

Spyglass,  Inc. 

7/96 

Cross/INT 

4 

Sterling  Commerce,  Inc. 

4/96 

Cross/EC,  Bank 

2,3 
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Sterling  Software,  Inc. 

4/96 

Cross,  Fed,  RSal 
Bank 

6,  8,4 
3,2 

St.  Paul  Software 

1/95 

DMan,  Dis 

3 

Subscriber  Computing,  Inc. 

2/94 

Tele 

SunGard  Data  Systems,  Inc. 

4/96 

Bank,  Cross/DR 

1,3,6 

Supply  Tech,  Inc. 

7/96 

Cross/EC 

4 

Sybase 

5/95 

Cross 

4,6 

System  Software  Associates,  Inc. 

9/96 

DMan,  Dis 

3 

Systems  & Computer  Technology 
Corporation 

2/96 

Educ,  St,  Loc, 
Fed,  Man,  Dis 

8,3 

Technalysis  Corporation 
See:  Compuware  Corporation 

Technology  Solutions  Company  (TSC) 

10/95 

Dis,  DMan,  PMan, 
Bank,  Ins,  HS 

7 

Terrano  Corporation 
(name  change  to  Dynamic  Healthcare 
Technologies,  Inc.) 

5/94 

HS 

5 

Tesseract  Corporation 

2/94 

Cross/FIR 

3,6 

Thomson  Financial  Services 

3/95 

Cross/DB 

2,3 

Thomson  Professional  Publishing 

6/95 

BServ 

2 

Timberline  Software  Corporation 

5/94 

BServ,  Misc 

3 

Triad  Systems  Corporation 

3/96 

RDis 

5 

TuneUp.com,  Inc. 

9/96 

Cross/INT 

2,4 

Unisys  Corporation 

5/96 

Bank,  Gov,  Tele, 
Trans,  Man 

6,  7,8 

U.S.  Intelco  Networks,  Inc. 

3/95 

Tele 

1 

UUNET  Technologies,  Inc. 

8/95 

Cross/INT 

2 

Vanstar  Corporation 

3/96 

Cross 

8,  7,5 

VeriSign,  Inc. 

3/96 

Cross 

4,6 

Walker  Interactive  Systems,  Inc. 

8/96 

Cross/ AC/PA 

3 

West  Publishing  Company 

8/95 

BServ 

2,3 

Wildfire  Communications,  Inc. 

4/96 

Cross/OS 

3 

Worldwide  Chain  Store 
Systems,  Inc. 

3/96 

Man,  Dis 

3 

Yahoo!  Inc. 

8/96 

Cross/INT 

2 
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Pacific  Telesis  Group 


Chairman,  President, 

& CEO:  Phil  Quigley 

130  Kearny  Street 
San  Francisco,  CA  94108 
Phone:  (415)  394-3000 

Fax:  (415)  989-7606 

Internet:  http://www.pactel.com 


Status:  Public 

Employees:  48,889  (12/95) 

Revenue:  $9,024,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Pacific  Telesis  Group  provides  a range  of 
voice  and  data  communications  and 
information  services  in  California  and 
Nevada. 

• In  April  1996,  Pacific  Telesis  and  SBC 
Communications  announced  a definitive 
agreement  to  merge.  The  new  company  will 
become  one  of  the  world’s  largest 
telecommunications  companies,  serving 
seven  of  the  nation’s  10  largest  metropolitan 
areas  and  16  of  its  50  largest  markets. 


• As  a result  of  passage  of  the 
Telecommunications  Act,  Pacific  Telesis  is 
moving  to  offer  its  customers  one-stop 
shopping  for  local,  long-distance,  and 
wireless  services. 

• During  1995,  Pacific  Telesis  formed 
separate  subsidiaries  to  provide  Internet 
access  and  network  integration  services. 

Company  Description 

Pacific  Telesis  is  one  of  seven  regional  holding 
companies  formed  in  connection  with  the  1984 
divestiture  by  American  Telephone  and 
Telegraph  (AT&T)  of  its  22  wholly  owned 
operating  telephone  companies. 

Pacific  Telesis,  through  Nevada  Bell  and 
Pacific  Bell  and  its  wholly  owned  subsidiaries, 
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provides  a range  of  local  exchange  service, 
network  access,  toll  service,  directory 
advertising,  Internet  access,  network 
integration  services,  and  selected  information 
services  in  California  and  Nevada. 

In  April  1996,  Pacific  Telesis  and  SBC 
Communications,  Inc.  announced  a definitive 
agreement  to  merge. 

• The  merger  involves  an  exchange  of  stock, 
with  current  Pacific  Telesis  stockholders 
receiving  0.733  shares  (subject  to  certain 
adjustments)  of  SBC  common  stock  for  each 
of  their  shares.  After  the  tax-free  exchange, 
66%  of  the  combined  company’s  stock  will  be 
retained  by  SBC  shareholders  and  34%  by 
Pacific  Telesis  investors. 

• The  merger  is  expected  to  be  approved 
within  the  first  quarter  of  1997.  It  must  be 
approved  by  the  California  Public  Utilities 
Commission,  the  U.S.  Department  of 
Justice,  and  the  Federal  Communications 
Commission. 

• The  company  will  be  known  as  SBC 
Communications,  Inc.,  with  Edward  E. 
Whitacre,  Jr.  serving  as  chairman  of  the 
board  and  chief  executive  officer.  Phil 
Quigley  will  be  vice-chairman  of  the  board 
and  second  in  command;  he  will  continue  to 
operate  exchange  operations  in  California 
and  Nevada. 

• Upon  completion  of  the  merger,  SBC  will 
have  more  than  100,000  employees, 
revenues  of  more  than  $21  billion,  operating 
cash  flow  of  $9  billion,  and  income  of  almost 
$3  billion. 

• The  combined  operations  will  serve,  among 
others,  the  nation’s  two  most  populous 
states — California  and  Texas — seven  of  the 
country’s  10  largest  metropolitan  areas,  and 
16  of  the  top  50  markets.  The  new  company 


will  serve  more  than  30  million  access  lines 
in  high-growth  areas  and  have  access  to 
more  than  80  million  potential  wireless 
customers  across  the  country. 

• The  combined  company  will  offer  products 
and  services  under  brand  names  including 
Southwestern  Bell,  Pacific  Bell,  Cellular 
One,  and  Nevada  Bell. 

• Strategically,  the  merger  is  expected  to 
create  a telecommunications  company  with 
a focus  on  the  growing  Latin  American  and 
Asian  markets  and  enhance  the  combined 
company’s  ability  to  compete  successfully  in 
the  U.S.  long-distance  market. 

• The  new  company  plans  to  take  advantage 
of  SBC’s  strengths  in  product  development, 
marketing,  and  sales,  and  Pacific  Telesis’ 
network  engineering  skills,  efficiency  in 
process  management,  and  cost  containment. 

• Although  the  corporate  headquarters  will  be 
in  San  Antonio  (TX),  the  company  will 
maintain  headquarters  of  Pacific  Bell  and 
Nevada  Bell  in  California  and  Nevada.  In 
addition,  a new  company  will  be 
headquartered  in  California  to  provide 
integrated  administrative  and  support 
services  for  the  combined  companies. 

• California  will  also  be  the  headquarters  for 
the  company’s  long-distance,  Internet,  and 
international  operations.  The  wireless 
headquarters  will  be  in  Dallas. 

Operations  and  Structure 

Pacific  Telesis  is  currently  the  holding 
company/parent  of  two  Bell  operating 
companies — Pacific  Bell  and  Nevada  Bell — 
and  various  diversified  subsidiaries. 

Pacific  Bell  and  its  wholly  owned  subsidiaries 
operate  in  California. 
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• Pacific  Bell  Directory  publishes  the  Pacific 
Bell  SMART  Yellow  Pages®. 

• Pacific  Bell  Information  Services  provides 
business  and  residential  voice  mail  and 
other  selected  information  services. 

• Pacific  Bell  Mobile  Services  was  formed  in 

1994  to  pursue  opportunities  in  personal 
communications  service  (PCS)  wireless 
services  for  the  business  and  consumer 
markets. 

• Pacific  Bell  Internet  Services  was  formed  in 

1995  to  provide  Internet  access  services  to 
customers  in  California. 

• Pacific  Bell  Network  Integration  was  formed 
in  1995  to  pursue  opportunities  in  the 
network  integration  business. 

• Pacific  Bell  Communications  wras  formed  in 
1995  to  compete  in  the  long-distance  market 
under  the  Telecommunications  Act  of  1996. 

Nevada  Bell  provides  telecommunication 

products  and  services  in  Nevada. 

Other  subsidiaries/units  include  the  following: 

• Pacific  Telesis  Enterprises  was  formed  as  a 
holding  company  for  certain  other 
subsidiaries  and  work  groups  that  are 
pursuing  entry  into  competitive  and/or 
emerging  markets  such  as  wireless, 
traditional  and  interactive  video,  and 
Internet  information  and  shopping  services. 

• Pacific  Telesis  Enhanced  Services  was 
formed  to  provide  support  functions  to 
certain  other  subsidiaries,  thereby  allowing 
those  subsidiaries  to  focus  on  service  and 
customer  development. 

• Pacific  Telesis  Interactive  Media  (PTIM) 
will  be  the  successor  company  to  ESS 


Ventures,  the  joint  venture  with  The  Los 
Angeles  Times.  PTIM  offers  At  Hand,  an  on- 
line service  that  supplies  California-specific 
information,  activity,  and  shopping  on  the 
Internet. 

• Pacific  Telesis  Video  Services  was  formed  to 
provide  video  services. 

Company  Strategy 

Pacific  Telesis’  vision  is  to  enrich  people’s 
lives  through  communications  and  access  to 
information,  education,  and  entertainment 
services. 

The  company’s  mission  is  to  build  customer 
loyalty  and  be  the  customer’s  first  choice  for 
telecommunications  and  information  services; 
to  foster  a culture  that  ensures  employee 
commitment;  and  to  build  value  for  its 
shareholders. 

With  increasing  competition  for  existing 
services  and  the  introduction  of  local  service 
competition  in  California  effective  January  1, 
1996,  Pacific  Bell  and  Nevada  Bell  face  an 
increasingly  competitive  marketplace.  In 
response  to  the  competitive  challenge, 
management  developed  three  key  strategies 
intended  to  provide  a consistent,  integrated 
focus  for  decisions  and  action.  These 
strategies  include: 

• Strengthening  the  core  telecommunications 
business  by  continuing  to  improve  customer 
service  and  reduce  costs,  upgrading  network 
and  systems  capabilities,  and  retaining  and 
expanding  existing  markets  through  product 
and  channel  innovation.  Focus  areas  for 
expansion  include  high-growth  data 
markets,  voice  mail,  additional  residential 
lines,  and  custom  calling  services. 

• Developing  new  markets  to  create  new 
revenue  sources,  including  opportunities  in 
long-distance,  video  dial  tone,  PCS,  wireless 
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digital  television,  Internet  access,  home 
entertainment,  and  other  information 
services. 

• Promoting  pu  blic  policy  reform  that 
promotes  fair  competition  and  ensures  that 
responsibility  for  universal  service  is  shared 
by  all  who  seek  to  provide  telecommuni- 
cations services. 

Financials 

A five-year  financial  summary  is  shown 

below. 


Pacific  Telesis  Group 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$9,042 

$9,235 

$9,244 

$9,108 

$9,168 

• Percent  change  from 

previous  year 

(2%) 

-- 

1% 

(1%) 

1% 

Operating  income  before  taxes 

$2,011 

$2,194 

$662 

$2,083 

$1,951 

• Percent  change  from 

(b) 

(b) 

previous  year 

(8%) 

231% 

(68%) 

7% 

(5%) 

Income  from  continuing  operations 

$1,048 

$1,136 

$191 

$1,173 

$931 

• Percent  change  from 

previous  year 

(8%) 

(84%) 

26% 

(5%) 

Income  (loss)  from  spunoff  operations 

— 

$23 

$29 

$(31) 

$84 

Net  income  (loss) 

$(2,312) 

$1,159 

$(1,054) 

$1,142 

$1,015 

• Percent  change  from 

(a) 

(c) 

(c) 

previous  year 

(299%) 

177% 

N/A 

13% 

(1%) 

Earnings  (loss)  per  share 

$(5.43) 

$2.73 

$(3.63) 

$2.83 

$2.58 

• Percent  change  from 

(a) 

(c) 

previous  year 

(299%) 

175% 

N/A 

10% 

- 

(a)  Includes  an  extraordinary  charge  of  $3. 4 billion  ($7. 89  per  share)  for  discontinuing  regulatory  accounting. 

(b)  Includes  pretax  restructuring  charges  of  $1.4  billion  in  1993  and  $203  million  in  1991. 

(c)  Includes  restructuring  and  accounting  charges  of  $2.7  billion  in  1993  ($4.89  per  share)  and  $122  million  in 


1991  ($0.30  per  share). 


Net  losses  of  $2.3  billion  for  1995  include  a 
noncash  extraordinary  charge  of  $3.4  billion 
($7.89  per  share)  resulting  from  the 
discontinued  application  by  Pacific  Bell  of 
special  accounting  rules  for  entities  subject  to 
traditional  regulation  and  its  change  to  the 
general  accounting  rules  used  by  competitors. 

Revenue  by  Product  / Service 
A three-year  summary  of  source  of  revenue  for 
Pacific  Telesis  and  its  subsidiaries  is  shown 
on  the  following  page. 
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Pacific  Telesis  and  Subsidiaries 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

% 

Total 

$ 

Total 

Local  service 

$3,815 

42% 

$3,455 

37% 

$3,477 

38% 

Network  access — interstate 

1,736 

19% 

1,612 

17% 

1,622 

18% 

Network  access — intrastate 

711 

8% 

734 

8% 

683 

7% 

Toll  service 

1,232 

14% 

2,006 

22% 

2,058 

22% 

Directory  advertising 

1,031 

11% 

1,003 

11% 

1,007 

11% 

Other  (a) 

517 

6% 

425 

5% 

397 

4% 

Total 

$9,042 

100% 

$9,235 

100% 

$9,244 

100% 

(a)  Includes  information  services  and  billing  and  collection  services. 


Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1996  reached  $4.73  billion,  up  from  $4.48 
billion  for  the  same  period  in  1995.  Net 
income  was  $579  million,  compared  to  $542 
million  for  the  same  period  a year  ago. 

Industry  Markets 

Pacific  Telesis’  revenue  is  derived  primarily 
from  residential  and  business  telephone 
customers  and  interexchange  carriers. 

Approximately  9%,  11%,  and  11%  of  Pacific 
Telesis’  revenues  for  1995,  1994,  and  1993, 
respectively,  were  derived  from  services 
provided  to  AT&T. 

Geographic  Markets 

Virtually  100%  of  Pacific  Telesis’  revenue  is 
derived  from  the  U.S. 

Acquisitions  and  Divestitures 

In  July  1995,  Pacific  Telesis  acquired  Cross 
Country  Wireless  Inc.  (CWW).  CWW  has 
existing  wireless  television  operations  with 
more  than  40,000  video  customers  in  and 
near  Riverside  (CA)  and  holds  licenses  and 
rights  to  provide  wireless  television  in  Los 

Pacific  Telesis  Group 
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Angeles,  Orange  County,  and  San  Diego 
(CA). 

• Pacific  Telesis  has  also  negotiated  an 
agreement  to  acquire  two  companies 
(Wireless  Holdings,  Inc.  and  Videotron 
Bay  Area,  Inc.)  with  rights  to  provide 
wireless  television  in  the  San  Francisco 
Bay  Area,  San  Diego,  and  Victorville,  as 
well  as  in  several  communities  outside 
California.  The  two  companies  hold 
rights  to  reach  about  two  million 
households  in  California  and  another  two 
million  in  other  parts  of  the  country. 

• When  the  planned  acquisitions  are 
complete  and  the  networks  are  built, 
Pacific  Telesis  will  be  able  to  reach  seven 
million  households  in  California. 

Effective  April  1,  1994,  Pacific  Telesis  spun 
off  its  domestic  and  international  wireless 
operations  to  form  AmTouch 
Communications  (formerly  PacTel 
Corporation)  in  a one-for-one  stock 
distribution. 

• The  operations  of  AirTouch  include  the 
cellular,  paging,  and  vehicle  location  and 
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other  wireless  telecommunications 
services  in  the  U.S.,  Europe,  and  Asia, 
formerly  offered  through  PacTel 
Corporation. 

• AirTouch,  with  approximately  4,700 
employees, had  revenue  of  $988  million 
and  net  income  of  $34.5  million  for  1993. 

Pacific  Telesis  has  sold  off  all  of  its  wholly 
owned  subsidiaries  that  owned  cable 
franchises  in  the  U.K.  The  final  sales  were 
made  to  a subsidiary  of  Jones  InterCable, 
Inc.  in  January  1994.  The  company  retains 
options  to  purchase  from  TC  Cable,  Inc.  up 
to  a 75%  interest  in  Prime  Cable  of 
Chicago. 

Employees 

As  of  December  31,  1995,  Pacific  Telesis 
(excluding  spun-off  operations)  had  48,889 
employees,  compared  to  51,590  as  of 
December  1994  and  55,355  as  of  December 
1993. 

Employees  were  segmented  as  follows: 


Pacific  Bell 47,202 

Nevada  Bell 860 

Corporate  and  other 827 

48,889 


Key  Products  and  Services 

Pacific  Bell 

Pacific  Bell  provides  approximately  75%  of 
California’s  31  million  residents  with 
telecommunications  products  and  services, 
including: 

• Dial  tone  and  usage  services,  including 
local  service  (both  exchange  and  private 
line),  message  toll  services  within  a 
service  area.  Wide  Area  Toll  Service 
(WATS)/800  services  within  a service 
area,  Centrex  service  (a  central  office- 


based  switching  service),  and  various 
special  and  custom  calling  services 

• Data  networking  capabilities  provided 
through  Pacific  Bell’s  switched  data 
services — ISDN,  frame  relay,  switched 
multimegabit  data  service  (SMDS),  and 
asynchronous  transfer  mode  (ATM) 

• Exchange  access  to  interexchange 
carriers  and  information  service  providers 
for  the  origination  and  termination  of 
switched  and  nonswitched  (private  line) 
voice  and  data  traffic 

• Billing  services  for  interexchange  carriers 
and  information  service  providers 

• Various  operator  services 

• Installation  and  maintenance  of  customer 
premises  wiring 

• Public  communications  services 

• Directory  advertising 

• Selected  information  services,  such  as 
voice  mail 

• Internet  access  services 

• Network  integration  services 

Pacific  Bell  and  Nevada  Bell  continue  to 
invest  heavily  in  improvements  to  the  core 
telecommunications  networks.  A total  of 
$1.9  billion  was  spent  on  the 
telecommunications  networks  during  1995. 
The  focus  of  these  investments  has  been  in 
various  advanced  digital  technologies,  as 
follows: 

• Signaling  System  7 (SS-7)  permits  faster 
call  setup  and  custom  calling  services. 

• ISDN  allows  simultaneous  transmission 
of  voice,  data,  and  video  over  a single 
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telephone  line.  Sales  of  ISDN  lines  grew 
130%  during  1995,  from  25,000  to  more 
than  53,000  lines  by  year  end.  There  are 
currently  more  than  92,000  ISDN  lines  in 
service.  The  company  expects  ISDN 
services  to  make  digital  access  available 
to  all  Californians  by  1998. 

• Pacific  Bell  is  working  with  AT&T  to 
develop  and  field  test  an  Advanced 
Communications  Network  (ACN)  in 
California. 

- In  addition  to  providing  advanced 
telecommunications  services,  the  new 
network  should  serve  as  a platform  for 
other  information  providers  and  will 
offer  customers  alternatives  to  existing 
cable  television  providers.  ACN  will 
support  high-bandwidth  services  such 
as  video  on  demand,  electronic  home 
banking  and  shopping,  interactive 
education,  and  on-line  multiplayer  video 
games. 

- The  ACN  technology  uses  a hybrid 
fiber/coaxial  cable  architecture  that 
should  be  cost  effective  to  deploy  and 
operate  and  allow  Pacific  Bell  to  achieve 
significant  operational  savings. 

- During  1995,  company  management 
decided  to  concentrate  development  and 
deployment  of  the  ACN  in  San  Diego 
and  the  San  Francisco  Bay  Area,  two  of 
Pacific  Bell’s  most  competitive  markets. 
Construction  will  be  slower  than 
originally  planned. 

• Capital  spending  for  1996  includes  the 
cost  of  upgrading  and  maintaining  the 
core  telecommunications  network  and 
system  capabilities,  meeting  customer 
demand  for  new  access  lines,  building  the 
PCS  network,  and  constructing  the 
wireless  digital  television  networks. 


• California  Research  and  Education 
Network  (CalREN)  is  Pacific  Bell's 
program  to  develop  advanced  business 
broadband  services  applications  by 
offering  selected  universities,  schools, 
research  laboratories,  hospitals,  and 
high-tech  companies  pro  bono  access  to 
high-speed  communications  services. 

• Pacific  Bell’s  Education  First  initiative  is 
dedicated  to  accelerating  the  deployment 
of  technology  to  support  education  in 
California.  The  program  offers 
California’s  schools  and  libraries  access  to 
the  Internet  through  ISDN,  and  includes 
$100  million  in  Pacific  Bell  services; 
discounted  computers  and  equipment 
from  companies  such  as  AT&T,  IBM,  and 
Apple  Computer;  and  assistance  with 
teacher  training  and  curriculum 
development. 

Internet  Services 

Pacific  Bell  Internet  Services  (PBI)  was 
formed  in  July  1995  to  provide  Internet 
access  services  to  a range  of  commercial 
customers  and  consumers  in  California. 

In  September  1995,  PBI  introduced  its 
high-speed  dedicated  access  Internet 
service  for  business  customers. 

• Basic  Internet  access  services  include 
full,  unrestricted  connection  to  the 
Internet;  domain  name  registration,  e- 
mail  and  news  services,  and  backup 
domain  name,  e-mail,  and  news  services. 

• Transport  options  include  a range  of  high- 
speed dedicated  Pacific  Bell  network- 
based  connections  to  the  Internet, 
including  Pacific  Bell  FasTrak  Frame 
Relay,  SMDS,  DS1,  and  ATM  cell  relay 
data  transport  services. 
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• Hardware  available  includes  routers  and 
Internet-ready  server  hardware  from 
Cisco  Systems  and  Sun  Microsystems. 
Through  Sun’s  resellers,  Netra  Internet 
Servers  and  FireWall-1  security  software 
are  available  to  PBI  customers. 

• PBI  plans  to  offer  business  customers 
Web  hosting  services  in  the  near  future. 

In  May  1996,  PBI  launched  dial-up  Internet 
services  for  residents,  small  businesses, 
and  telecommuters,  providing  customers 
with  access  to  e-mail,  newsgroups,  and  the 
World  Wide  Web  for  less  than  $20  per 
month. 

• The  service  features  a free,  customized 
version  Netscape  Navigator  software. 

• With  a local  phone  call,  customers  can 
connect  at  speeds  up  to  28.8  kpbs.  High- 
speed ISDN  service  at  128  kpbs  is  also 
available. 

• Two  pricing  plans  are  available: 

- With  Carefree  Access  pricing,  for  $14.95 
per  month,  customers  receive  20  hours 
of  use,  with  each  additional  hour  priced 
at  $0.50  until  customers  hit  a price  cap 
of  $19.95. 

- With  Basic  Access  pricing,  for  $9.95  per 
month,  customers  receive  10  hours  and 
each  additional  hour  costs  $1.  There  is 
no  cap  with  this  plan. 

- The  first  30  days  are  free. 

• Other  features  of  the  service  include  a 
California  Cool  navigational  tool  for 
searching  regional  news  and  information; 
and  Pacific  Bell  At  Hand,  a listing  of 
every  business  in  California  produced  by 
Pacific  Bell  Interactive  Media. 


• Around-the-clock  technical  support  is 
available  via  a toll-free  telephone  number 
or  e-mail. 

• The  dial-up  service  is  now  available  in 
more  than  350  communities  in  six  regions 
of  California — Sacramento,  San 
Francisco,  Los  Angeles,  San  Diego, 
Stockton,  and  Fresno. 

• The  services  will  be  available  to  85%  of 
the  state’s  consumers  by  year  end. 

• In  August  1996,  PBI  announced  plans  to 
become  the  first  company  to  offer  a 
Macintosh  version  of  Netscape  Navigator 
2.02  dial-up  client  software  to  the 
California  marketplace. 

Planned  enhancements  for  PBI  later  this 
year  include: 

• Availability  of  a complete  package  of 
high-speed  ISDN  Internet  access  services 
along  with  hardware  and  software 

• Internet  filtering  software  from 
SurfWatch  Software,  Inc.  that  allows 
Internet  parental  control  by  screening  out 
objectionable  content 

• Guest  electronic  mail  boxes  for  family 
members  and  friends  of  subscribers 

• Customized  home  pages  and  personal 
Web  pages 

PBI  has  alliances  with  various  companies 
such  as  America  Online,  Netscape 
Communications,  Yahoo!,  Sun 
Microsystems,  Cisco  Systems,  and  Ascend 
Communications. 

• In  July  1996,  PBI  and  IBM  Global 
Network  announced  a joint 
interconnection  agreement  whereby  the 
IBM  Global  Network  will  install  high- 
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speed  links  between  its  international 
Internet  backbone  and  PBI’s  local 
network,  providing  California  customers 
with  long-distance  data  connection  and 
global  connectivity  to  the  Internet. 

• In  July  1996,  PBI  and  The  Sacramento 
Bee  announced  a joint  marketing  alliance 
to  promote  PBI’s  Internet  services  and 
attract  new  users.  The  Sacramento  Bee 
offers  on-line  news  and  information 
services  via  its  Web  site  on  the  Internet. 

• In  May  1996,  PBI  and  America  Online 
(AOL)  announced  plans  to  offer  AOL’s  on- 
line service  to  PBI  subscribers  at  a 
reduced  rate. 

• In  June  1996,  PBI  and  the  Los  Angeles 
Times  formed  a joint  marketing  and 
distribution  alliance  to  offer  a customized 
dial-up  Internet  access  service  to  the  Los 
Angeles  Times’  Web  site  and  other 
Southern  California  information. 

Network  Integration  Services 
Pacific  Bell  Network  Integration  (PBNI),  a 
wholly  owned  subsidiary  with 
approximately  100  employees,  provides 
end-to-end  data  networking  services, 
including  consulting  professional  services, 
networking  equipment  and  installation, 
proactive  network  management,  and 
ongoing  support  services. 

• Pacific  Bell  provides  customized  network 
solutions  for  specific  data  networking 
applications,  LANs,  WANs,  switched 
networks,  and  multivendor  environments. 

• PBNI  can  act  as  a single  point  of  contact, 
from  equipment  purchase  through 
installation  through  ongoing  network 
management  and  support. 


• Professional  consulting  services  include 
standard  projects  such  as  network  design 
and  numbering  schemes,  router 
configuration  and  documentation  audits, 
and  Internet  traffic  flow.  Customized 
services  include  assessing  network 
requirements,  logical  and  physical 
network  design,  conducting  performance 
and  operational  analyses,  and  handling 
project  planning  and  management. 

• Internetworking  equipment  and 
installation  services  include  LAN  AVAN 
hardware  and  software  products,  together 
with  on-site  installation. 

• Network  management  services  range 
from  help  desk  support  and  proactive 
maintenance  to  total  network 
management. 

PBNI  also  offers  integrated  solutions  for 

common  internetworking  needs. 

• Office  PackSM  integrates  everything 
companies  require  to  establish  seamless 
remote  LAN  access.  It  includes  software 
and  hardware  from  other  vendors;  Pacific 
Bell  FasTrak  ISDN,  frame  relay,  or 
analog  transport  services,  installation, 
and  project  management  services;  and 
network  management  and  support. 

• Internet  Support  PackSM  is  an  all- 
inclusive  package  designed  to  help 
companies  improve  communication  and 
productivity  through  access  to  the 
Internet  and  the  World  Wide  Web. 
Customers  can  choose  either  a basic 
entry-level  package  or  an  advanced 
package,  complete  with  security  features. 
The  packages  include  products  from 
leading  vendors;  installation  and  project 
management  services;  and  multiple 
security  options. 
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In  May  1996,  PBNI  and  IBM  ISSC 
announced  a “go  to  market”  alliance  to  offer 
end-to-end  network  design,  installation, 
management,  and  monitoring  all  the  way  to 
the  desktop. 

• PBNI  will  provide  network  design, 
implementation,  management,  consulting 
services,  and  internetworking  equipment, 
while  ISSC  supplies  expertise  in  systems 
design  and  implementation,  systems 
management  and  consulting,  and 
applications  development. 

• The  alliance  provides  Pacific  Bell 
employees  and  customers  with  access  to 
integrated  communications  and 
computing  solutions  through  a single 
source  with  one  phone  call. 

• As  part  of  the  alliance,  Pacific  Bell  will 
contract  for  services  from  ISSC  in  some 
areas  of  managing  its  desktop 
environment.  Pacific  Bell  will  outsource 
a portion  of  its  help  desk,  local  support, 
and  asset  management  to  ISSC.  A third 
vendor,  Entex,  will  handle  procurement, 
installation,  moves  and  additions, 
changes,  and  repairs. 

In  support  of  its  network  integration 
services,  Pacific  Bell  also  has  alliances  with 
various  hardware  and  software  vendors, 
including  Checkpoint  Software 
Technologies,  Raptor  Systems,  Novell, 
Kentrox  Industries,  Cisco  Systems, 
Compression  Labs,  and  Network  Solutions. 

Video  Services 

In  July  1995,  the  FCC  approved  Pacific 
Bell’s  applications  for  authority  to  offer 
video  dialtone  services  in  specific  locations 
in  California. 

• The  approval  allows  Pacific  Bell  to  begin 
installing  the  video-specific  components 


of  its  ACN.  The  company  began  offering 
video  services  in  the  City  of  San  Jose  in 
September  1996. 

• In  June  1996,  Pacific  Bell  Video  Services 
and  San  Jose  finalized  a cable  TV 
franchise  agreement.  San  Jose  was  the 
site  of  a successful  test  of  cable  services 
involving  the  transmission  of  video, 
Internet  data,  and  telephone  services  over 
Pacific  Bell’s  ACN. 

• The  Telecommunications  Act  of  1996 
terminates  the  FCC’s  video  dialtone  rules 
and  regulations.  The  FCC  is  finalizing  its 
replacement,  called  Open  Video  Systems. 

Pacific  Bell  Video  Services  has  showcased 
its  wireless  digital  transmission  facility  in 
El  Monte  (CA),  testing  its  MMDS 
(multichannel,  multipoint  distribution 
service)  technology.  The  company 
anticipates  launch  of  commercial  se rvice  in 
early  1997. 

TELE-TV  is  the  company’s  joint  venture 
with  Bell  Atlantic  and  NYNEX  to  provide 
nationally  branded  home  entertainment, 
information,  and  interactive  services  over 
new  video  dialtone  networks. 

Voice  Mail  Services 

Pacific  Bell  Information  Services  (PBIS),  a 
wholly  owned  subsidiary  of  Pacific  Bell, 
offers  voice  mail  services  for  business  and 
home  use. 

Current  products  include  The  Message 
CenterSM  voice  mail  for  home  use,  Pacific 
Bell  Voice  Mail  for  businesses,  and  Pacific 
Bell  Call  Management,  a service  that 
handles  incoming  business  calls  and 
connects  computer  databases  to  answer 
routine  customer  requests. 
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Other  services  include  the  following: 

• Computer-telephone  integration  allows 
businesses  simultaneously  to  transfer 
both  a caller  from  a voice  processing 
application  and  that  caller’s  data  file  from 
a computer  directly  to  a live  agent  for 
improved  customer  service. 

• Text-to-speech  translation — Callers  can 
actually  hear  information  accessed  from  a 
database.  Data — such  as  locations  or 
account  status — is  automatically 
translated  to  synthesized  speech. 

• Speech  recognition  allows  callers  to 
respond  orally  to  voice  prompts,  rather 
than  use  their  touchtone  keypad. 

• VoiceChoiceSM  allows  companies  with 
large  peak  inbound  voice  processing 
needs  to  pay  only  for  minutes  used  rather 
than  buy  ports. 

• Pacific  Bell  IMail  integrates  voice  mail, 
fax  capabilities,  and  e-mail  to  create  a 
multimedia  mailbox. 

Data  Communications  Services 

Pacific  Bell  also  provides  data 
communications  network  products  and 
network  integration  services  in  support  of 
customer  demand  for  enterprise-wide 
interoperability. 

Products  available  include: 

• FasTrak  Frame  Relay  128  kpbs  Internet 
access 

• Advanced  Digital  Network  (ADN) 

• High  Capacity  Digital  Service  (HCDC) 

• Switched  Digital  Service  56 

• Public  Packet  Switching  Service  (PPS) 

Pacific  Telesis  Group 
October  1996 


• Switched  Digital  Service  ISDN 

• Centrex  ISDN 

• Frame  Relay 

• Switched  Multimegabit  Data  Service 
(SMDS) 

• Advanced  Broadcast  Video  Service 
(ABVS) 

Value-added  services  provided  by  Pacific 
Bell  to  enhance  its  transport  products 
include  alliance  partnering,  technical  sales 
support,  and  training  and  education. 

The  Pacific  Bell  Health  Care  Market 
Group,  formed  in  1993,  supports  the 
integration  of  advanced  voice  and  data 
systems  to  assist  in  reducing  health  care 
administration  expenses  while  enhancing 
patient  services. 

Billing  and  collection  services  are  provided 
to  both  interexchange  carriers  and 
enhanced  service  providers  through 
contract  and  also  through  an  intrastate 
tariff  as  approved  by  the  California  Public 
Utilities  Commission.  Several  billing 
arrangements  and  options  are  available  to 
carriers  and  providers. 

Personal  Communications  Services 
Pacific  Bell  Mobile  Services  (PBMS)  was 
formed  in  1994  to  pursue  opportunities  in 
PCS. 

• In  1995,  PBMS  obtained  two  licenses  to 
offer  PCS  services  in  California  and 
Nevada  from  the  FCC.  PBMS  has  begun 
to  deploy  its  network  to  provide  PCS. 

The  network  will  incorporate  the  GSM 
standard,  which  is  widely  used  in  Europe. 
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• PBMS’  new  wireless  PCS  technology 
debuted  in  August  1996  at  the  Republican 
National  Convention  in  San  Diego  (CA). 

• Pacific  Bell’s  commercial  launch  of  PCS 
begins  later  this  year  and  will  cover  all 
major  cities  in  California  and  Nevada  in 
1997. 

Nevada  Bell 

Nevada  Bell  provides  telecommunication 
products  and  services,  similar  to  those  of 
Pacific  Bell,  in  Nevada.  Nevada  Bell  serves 
approximately  30%  of  Nevada  with  more 
than  275,000  access  lines. 

Virtually  all  of  Nevada  Bell’s  telephone 
lines  use  digital  technology.  Its  statewide 
network,  which  encompasses  14  of 
Nevada’s  17  counties,  is  99%  digitally 
switched.  In  the  greater  Reno  area, 

Nevada  Bell’s  telecommunications  network 
is  100%  digitally  switched.  The  company 
also  offers  a fiber  optic  loop  around  Reno. 

Marketing  and  Sales 

Pacific  Telesis  markets  its  products  and 
services  through  regional,  statewide,  and 
local  business  operations,  and  also  through 
a number  of  indirect  marketing  channels. 

Pacific  Bell  has  established  marketing 
forces  in  four  geographic  regions  in  the 
state  of  California  to  focus  on  customers 
whose  businesses  are  primarily  regional. 

In  addition,  marketing  resources  have  also 
been  created  to  cater  to  customers  whose 
operations  are  statewide,  such  as  health 
care  and  government  organizations.  Pacific 
Bell’s  local  demand  business  offices  are 
located  statewide  for  access  by  residential 
and  business  customers. 

Indirect  sales  channels  are  also  used  and 
include  sales  agents,  joint  marketing 


partners,  authorized  distributors  and 
outside  telemarketing  firms. 

Alliances 

TELE-TV  is  a joint  venture  with  Bell 
Atlantic  and  NYNEX  that  was  formed  to 
deliver  the  next  generation  of  nationally 
branded  home  entertainment,  information, 
and  interactive  services. 

• The  partnership  has  two  separate  profit 
centers — a technology  and  integration 
(platform)  division  and  a media  division. 

• The  platform  division  (TELE-TV 
Systems)  is  developing  integrated 
delivery,  business,  and  operating  systems 
to  support  the  transport  of  traditional 
programming  over  VDT  networks  under 
construction  by  the  partners  and  to 
provide  greater  access  for  content 
providers  and  programmers. 

• The  media  division  (TELE-TV  Media)  is 
developing  a nationally  branded  portfolio 
of  traditional  programming  for  wholesale 
distribution  throughout  the  U.S.  and 
internationally;  developing  a user- 
friendly  navigator  technology;  and 
providing  content  development  from 
multiple  sources. 

• Development  efforts  will  result  in 
programming  delivered  over  several 
distribution  platforms,  MMDS  wireless 
technology,  and  full-service  networks. 

• The  TELE-TV  brand  is  scheduled  for 
introduction  to  a limited  number  of 
households  in  each  partner’s  region  in 
early  1997,  with  an  aggressive  launch 
later  in  1997. 

• TELE-TV  now  owns  the  Digital 
Production  Center  in  Reston  (VA),  a full- 
scale  facility  designed  to  produce  and 
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deliver  entertainment,  information,  and 
IMTV  services  on  demand. 

In  March  1994,  Pacific  Bell,  Compression 
Labs,  Inc.  and  Tele-Images,  Inc.  announced 
plans  to  build  one  of  the  world’s  largest 
videoconferencing  networks  for  the  State  of 
California.  By  1997,  as  many  as  200  state 
and  local  agencies  will  use  the  network, 
which  will  support  remote  education, 
training,  engineering  design,  interviews, 
and  planning. 

Andersen  Consulting  is  marketing  Pacific 
Bell’s  BPP  client/server-based  billing 


system  to  other  telecommunications 
carriers. 

Pacific  Telesis  also  has  formed  strategic 
alliances  with  Hewlett-Packard,  Scientific 
Atlanta,  and  Lucent  Technologies. 

Competitors 

Internet  competitors  include  on-line 
services  providers  such  as  CompuServe, 
hundreds  of  smaller  Internet  service 
providers,  and  major  corporations  such  as 
AT&T  and  internetMCI. 
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Parametric  Technology 
Corporation 


Chairman  & CEO:  Steven  C.  Walske 

128  Technology  Drive 
Waltham,  M A 02154 
Phone:  (617)398-5000 

Fax:  (617)398-6000 


Status:  Public 

Employees:  1 ,960  (9/95) 

Revenue:  $394,310,000 

Fiscal  Year  End:  9/30/95 


Key  Points 

• Parametric  Technology  Corporation  supplies 
mechanical  design  automation  software  to 
the  computer-aided  design,  manufacturing 
and  engineering  (CAD/CAM/CAE)  industry. 
Its  software  tools  for  mechanical  design, 
manufacturing  and  product  data 
management  are  used  to  improve 
engineering  processes,  reduce  time  to 
market,  and  optimize  product  quality. 

• In  August  1995,  in  a pooling-of-interests 
merger,  Parametric  Technology  acquired 


Rasna  Corporation  and  its  MECHANICA® 
software  products.  This  addition 
complements  Parametric  Technology’s 
existing  family  of  integrated  software 
technologies,  and  is  intended  to  contribute 
substantially  to  the  company’s  long-term 
growth  potential. 

• In  April  1995,  Parametric  Technology 
purchased  the  Conceptual  Design  and 
Rendering  System  (CDRS)  software  business 
from  Evans  & Sutherland  Computer 
Corporation.  The  acquisition  added  the 
Pro/CDRS™  product  family  to  Parametric 
Technology’s  offerings. 
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Company  Description 

Parametric  Technology  is  an  applications 
software  firm  that  develops,  markets  and 
supports  seven  families  of  integrated  software 
products  that  automate  the  design-through- 
manufacturing  process  for  the  mechanical 
CAD/CAM/CAE  industry. 

The  company’s  product  line  currently  consists 
of  its  core  product,  Pro/ENGINEER®,  and  50 
modules  for  use  in  conjunction  with  it. 

• Pro/ENGINEER  is  based  on  a software 
architecture  that  integrates  the  different 
stages  of  mechanical  design  automation. 

• Pro/ENGINEER’s  integrated  modular  design 
allows  changes  to  be  propagated 
automatically  throughout  all  phases  of  the 
design  and  manufacturing  process,  enabling 
users  to  integrate  multiple  engineering 
activities. 

• Pro/ENGINEER  significantly  shortens  the 
product  development  life  cycle  by  allowing 
products  and  their  manufacturing  processes 
to  be  developed  concurrently.  This  results  in 
lower  costs  and  products  with  superior 
design. 

The  company’s  other  product  lines  include 
Pro/ACCESS™,  Pro/CDRS, 

Pro/M  ANUFACTURING®,  Pro/MECHANICA, 
Pro/PDM®  and  Pro/JR™. 

Organization  and  Structure 

Headquartered  in  Waltham  (MA),  Parametric 
Technology  has  140  offices  in  26  countries 
worldwide. 


Company  Strategy 

Parametric  Technology’s  goal  is  to  be  the 
leading  provider  of  mechanical  design 
automation  tools.  The  company’s  growth 
strategy  emphasizes  technological  leadership, 
hardware  independence,  aggressive 
price/performance,  worldwide  distribution  and 
extensive  customer  support. 

In  fiscal  1996,  Parametric  Technology  intends 
to  aggressively  grow  its  business,  invest  in 
new  technology,  increase  its  sales  and 
customer  support  organizations  and  expand 
its  international  presence. 

The  company  plans  to  focus  its  ongoing 
product  development  efforts  on  additional 
products  within  the  Pro/ENGINEER  product 
family. 

Financials 

Parametric  Technology’s  fiscal  1995  revenue 
reached  $394.3  million,  a 48%  increase  over 
fiscal  1994  revenue  of  $266.9  million.  Net 
income  rose  14%,  from  $68.1  million  in  fiscal 
1994  to  $77.4  million  in  fiscal  1995.  Exclusive 
of  acquisition-related  charges,  net  income  rose 
45%  to  $98.5  million. 

In  the  five-year  financial  summary  that 
follows,  figures  prior  to  1995  have  been 
restated  to  reflect  the  pooling-of-interest 
acquisition  of  Rasna  Corporation  in  August 
1995.  Results  of  CDRS  are  included  as  of  its 
purchase  date  on  April  12,  1995. 
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Parametric  Technology  Corporation 
Five-Year  Financial  Summary  (a) 

($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$394.3 

$267.0 

$179.3 

$98.4 

$49.4 

• Percent  change  from 

previous  year 

48% 

49% 

82% 

99% 

N/A 

Income  before  taxes 

$127.6 

$180.7 

$68.9 

N/A 

N/A 

• Percent  change  from 

(b) 

previous  year 

17% 

58% 

N/A 

N/A 

N/A 

Net  income 

$77.4 

$68.1 

$43.5 

$21.0 

$5.5 

• Percent  change  from 

previous  year 

14% 

57% 

135% 

279% 

N/A 

Earnings  per  share 

$1.20 

$1.09 

$0.71 

$0.35 

$0.10 

• Percent  change  from 

previous  year 

10% 

54% 

103% 

250% 

N/A 

(a)  Figures  are  restated  to  reflect  the  pooling-of-interest  acquisition  of  Rasna  Corporation  on  August  1,  1995. 

(b)  Includes  acquisition  and  related  costs  of  $29.4  million  associated  with  the  acquisitions  of  Rasna  Corporation 


and  CDRS. 

Parametric  Technology’s  management 
attributes  revenue  growth  to  the  increase  in 
seats  of  software  licenses,  as  well  as  a slightly 
higher  realized  price  per  seat. 

• During  fiscal  1995,  more  than  15,900  seats 
of  software  were  licensed,  compared  with 
11,800  seats  during  fiscal  1994  and 
approximately  9,600  seats  during  fiscal 
1993. 

• The  average  price  per  seat  in  fiscal  1995  was 
approximately  $18,100,  compared  to  average 
prices  of  $17,500  and  $15,000  in  fiscal  1994 
and  1993,  respectively. 

Research  and  development  expenses  were 
$25.6  million  (6.5%  of  revenue)  in  fiscal  1995, 
compared  to  $19.9  million  (7.5%  of  revenue)  in 
fiscal  1994  and  $14.6  million  (8.2%  of  revenue) 
in  fiscal  1993. 


Revenue  Analysis  by  Product  I Service 

Parametric  Technology’s  license  revenue 
reached  $288.3  million  in  fiscal  1995,  a 40% 
increase  over  fiscal  1994  license  revenue  of 
$206.3  million.  Approximately  78%  of  license 
revenue  for  fiscal  1995  was  from  existing 
customer  investments  in  additional  software 
licenses. 

Service  revenue  grew  74%,  to  $106.0  million 
during  fiscal  1995,  up  from  $60.7  million  in 
fiscal  1994. 

In  the  three-year  source  of  revenue  summary 
that  follows,  all  figures  are  restated  to  reflect 
the  merger  with  Rasna  Corporation  in  fiscal 
1995. 
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Parametric  Technology  Corporation 
Three-Year  Source  of  Revenue  Summary  (a) 
($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$288.3 

73% 

$206.3 

77% 

$144.8 

81% 

Services 

106.0 

27% 

60.7 

23% 

34.5 

19% 

Total 

$394.3 

100% 

$267.0 

100% 

$179.3 

100% 

(a)  Figures  are  restated  to  reflect  the  pooling-of-interest  acquisition  of  Rasna  Corporation  on  August  1,  1995. 


Interim  Results 

Parametric  Technology’s  revenue  for  the  three 
months  ending  December  31,  1995  rose  to 
$125.4  million,  a 59%  increase  over  revenue  of 
$78.8  million  for  the  same  period  in  1994.  Net 
income  reached  $33.0  million,  a 67%  increase 
over  net  income  of  $19.8  million  for  the  same 
period  a year  ago. 

• The  company  attributes  the  rate  of  growth 
to  its  ability  to  add  value  to  both  new  and 
existing  customers  in  terms  of  helping  them 
get  their  products  to  market  faster,  with 
higher  quality  and  lower  cost. 

• Strong  sales  were  reported  in  all  key 
geographic  areas  during  the  first  quarter  of 
fiscal  1996.  International  revenue  increased 
more  than  80%  over  the  same  period  a year 
ago  and  accounted  for  53%  of  total  revenue. 

Market  Financials 

Parametric  Technology  derives  100%  of  its 
revenue  from  one  industry  segment — the 
mechanical  segment  of  the  CAD/CAM/CAE 
(computer-aided  design,  manufacturing  and 
engineering)  industry. 


The  company  focuses  its  sales  and  marketing 
efforts  primarily  on  the  electronics,  aerospace, 
automotive,  consumer  products  and 
telecommunications  industries. 

Geographic  Markets 

Fiscal  1995  revenue  from  North  America  was 
$197.8  million  (50%  of  total  revenue), 
compared  to  $151.5  million  (57%  of  revenue) 
in  fiscal  1994  and  $120.1  million  (67%  of 
revenue)  in  fiscal  1993. 

European  revenue  reached  $133.9  million 
(34%  of  total  revenue)  in  fiscal  1995,  compared 
to  $83.2  million  (31%  of  revenue)  in  fiscal  1994 
and  $43.1  million  (24%  of  revenue)  in  fiscal 
1993. 

Revenue  from  the  Far  East  in  fiscal  1995  rose 
to  $62.6  million  (16%  of  total  revenue),  up 
from  $32.3  million  (12%  of  revenue)  in  fiscal 
1994  and  $16.1  million  (9%  of  revenue)  in 
fiscal  1993. 

A three-year  geographic  source  of  revenue 
summary  is  shown  on  the  following  page. 
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Parametric  Technology  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$197.8 

50% 

$151.5 

57% 

$120.1 

67% 

Europe 

133.9 

34% 

83.2 

31% 

43.1 

24% 

Far  East 

62.6 

16% 

32.3 

12% 

16.1 

9% 

Total 

$394.3 

100% 

$267.0 

100% 

$179.3 

100% 

Acquisitions 

In  August  1995,  Parametric  Technology 
acquired  San  Jose  (CA)-based  Rasna 
Corporation,  a developer  and  marketer  of 
software  products  for  mechanical  computer- 
aided  engineering. 

• Parametric  Technology  issued 
approximately  3.8  million  shares  of  common 
stock  and  reserved  approximately  500,000 
shares  for  outstanding  Rasna  stock  options 
assumed.  The  merger  was  accounted  for  as 
a pooling  of  interests. 

• With  the  acquisition,  Parametric  Technology 
acquired  Rasna’s  MECHANICA  software 
products,  which  have  a feedback  system  that 
allows  designers  to  analyze  the  function  and 
performance  of  their  designs  on  a real-time 
basis. 

• This  addition  complements  Parametric 
Technology’s  existing  family  of  integrated 
software  technologies  and  is  expected  to 
contribute  substantially  to  the  company’s 
long-term  growth  potential. 

In  April  1995,  Parametric  Technology 
purchased  the  CDRS  software  business 
operated  by  the  Design  Software  Division  of 
Evans  & Sutherland  Computer  Corporation 


for  approximately  $33.5  million  in  cash.  This 
acquisition  expanded  the  company’s  range  of 
products  with  the  addition  of  the  Pro/CDRS 
family  of  3D  software  tools. 

Employees 

As  of  September  30,  1995,  Parametric 
Technology  had  1,960  employees  (1,151  in  the 
U.S.  and  809  internationally),  segmented  as 
follows: 


Sales  and  marketing 1,098 

Customer  support,  training  and 

consulting 338 

Product  development 340 

Management,  finance  and 

administration 184 

1,960 


The  company  currently  has  2,171  employees. 

Key  Products  and  Services 

Software 

Parametric  Technology’s  product  line 
currently  consists  of  its  core  product, 
Pro/ENGINEER,  first  shipped  in  January 
1988,  and  50  modules  for  use  in  conjunction 
with  it,  depending  on  the  individual  needs  of 
the  customer. 
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The  Pro/ENGINEER  product  line  runs  on  all 
major  UNIX  and  Microsoft  Windows  NT  and 
Windows  95  workstation  platforms,  and  is 
hardware  independent. 

The  modules  are  grouped  in  the  following 
families: 

Pro/ENGINEER  is  an  associative  suite  of 
mechanical  design  automation  software  that 
includes  application-specific  products  to 
address  the  spectrum  of  product  development 
activities. 

• Pro/ASSEMBLY™ — for  advanced  design  and 
management 

• Pro/CABLING™ — for  3D  cable  harness 
design 

• Pro/COMPOSITE™ — automated  composite 
design,  manufacturing  and  documentation 
tools 

• Pro/DETAIL™ — production  drawing  tools 

• Pro/DIAGRAM™ — for  electrical  wiring 
diagram  design 

• Pro/D IEFACE™— -facilitating  the  design  of 
die  contact  surfaces 

• Pro/ECAD™ — for  data  exchange  with  ECAD 
systems 

• Pro/FEATURE™ — allows  creation, 
duplication  and  management  of  advanced 
features 

• Pro/FEM-POST™ — provides  graphic  display 
of  FEA  results 

• Pro/HARNESS-MFG™ — enables  harness 
manufacturing  design  and  documentation 

• Pro/MESH™ — facilitates  finite  element 
modeling  for  analysis 


• Pro/NOTEBOOK™ — for  top-down  assembly 
design  and  management 

• Pro/PIPING™ — tools  to  generate  and  route 
pipes  through  3D  assemblies 

• Pro/REPORT™ — graphical  formatting  tools 
for  displaying  Pro/ENGINEER  application 
data 

• Pro/SCAN-TOOLS™ — tools  for  manipulating 
scan  data 

• Pro/SURFACE™ — advanced  surface 
modeling  for  complex  design 

• Pro/WELDING™ — for  rapid  generation  of 
welding  requirements 

The  Pro/ACCESS  product  family  enables 

companies  to  make  the  transition  to 

Pro/ENGINEER  while  maintaining  and  using 

the  information  created  in  other  applications. 

• Pro/CAT™ — for  data  exchange  between 
Pro/ENGINEER  and  CATIA 

• Pro/CDT™ — for  data  transfer  from  CADAM 
to  Pro/ENGINEER 

• Pro/DATA™  for  PDGS® — allows  direct  data 
exchange  between  Pro/ENGINEER  and 
PDGS 

• Pro/DEVELOP™ — the  customization  toolkit 

• Pro/D  RAW™ — tools  to  transfer  and  maintain 
existing  2D  drawing  databases 

• Pro/INTERFACE™ — industry-standard  data 
translators 

• Pro/INTERFACE™for  STEP — interface  for 
the  exchange  of  product-model  data 

• Pro/LEGACY™ — to  maintain  existing 
databases 
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• Pro/LIBRARYAC  CE  SS™ — access  to 
industry-standard  library  databases 

• Pro/PLOT™ — extends  supported  plotting 
platforms 

Pro/CDRS  (Conceptual  Design  and  Rendering 
System)  is  a family  of  3D  software  tools  that 
enables  developers  to  explore  multiple  concept 
models;  it  supports  the  integration  of 
conceptual  design  into  the  overall  design- 
through-manufacturing  cycle. 

• Pro/3DPAINT™ — design  conceptualization 
tools 

• Pro/PERSPECTA-SKETCH™ — advanced 
tools  for  generating  3D  models  from  2D 
sketches 

• Pro/DESIGNER™  — advanced  modeling 
tools  for  industrial  design 

• Pro/PHOTORENDER™ — advanced 
rendering  tools  for  industrial  design 

• Pro/ANIMATE™ — advanced  animation  tools 
for  industrial  design 

The  Pro/MANUFACTURING  family  generates 
NC  tool  paths  from  CAD  data,  requiring  no 
translation  of  data  into  the  NC  system. 
Additionally,  the  tool  paths  will  automatically 
update  with  changes  to  the  designer’s  model. 

• Pro/CASTING™ — rapid  generation  of  casting 
tools  and  components 

• Pro/MFG™ — provides  CNC  programming 
and  process  definition 

• Pro/MOLDESIGN™ — rapid  generation  of 
mold  components  and  assemblies 

• Pro/NC-CHECK™ — for  graphical  material 
removal  simulation 


• Pro/NCPOST™ — manufacturing  to  NC 
machine  integration 

• Pro/SHEETMETAL™ — for  design-through- 
manufacturing  integration  for  sheet  metal 

The  Pro/MECHANICA  product  family  of  CAD 
tools  enables  engineers  to  model  product 
functions  in  a single  desktop  environments, 
and  to  repeatedly  analyze  and  optimize  a 
product  design  throughout  the  development 
cycle. 

• Pro/MECHANICA-STRUCTURE™ — 
structural  design  optimization 

• Pro/MECHANICA-THERMAL™— tools  for 
thermal  evaluation  and  optimization 

• Pro/MECHANICA- VIBRATION™  allows 
structural  evaluation  for  dynamic  response 

• Pro/MECHANICA-MOTION™ — motion 
simulation  for  design  optimization 

• Pro/MECHANICA-TIRE  MODEL™ — 
simulations  of  real-life  tire  dynamics 

The  Pro/PDM  family  provides  product  data 
management  for  concurrent  engineering. 

• Pro/PDM™ — product  data  management  for 
parametric  designs 

• Pro/REVIEW™ — allows  easy  access  to 
Pro/ENGINEER  objects  for  evaluation  and 
markup 

Pro/JR,  released  in  January  1995,  is  the  entry- 
level  version  of  the  Pro/ENGINEER  family.  It 
enables  the  design-through-documentation  of 
both  machined  and  common  plastic  parts  and 
assemblies  for  customers  migrating  from  2D 
CAD  to  3D  solid  modeling. 
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Services 

Parametric  Technology  complements  its 
software  products  with  customer  support, 
education  and  consulting  services. 

Parametric  Technology’s  Education  Services 
Department  provides  its  customers  with  lab 
oriented  courses  on  how  to  apply  the 
Pro/ENGINEER  software  tools  to  their  design 
needs.  Courses  ranging  from  the  basics 
through  the  module-specific  advanced  classes 
are  available  at  Parametric  Technology’s 
Education  Centers  or  may  be  taught  at  the 
customer’s  site.  Customized  classes  are  also 
available. 

Parametric  Technology’s  consulting  services 
are  provided  through  its  Certified  Engineering 
Provider  (CEP)  program.  This  is  a network  of 
qualified  consultants  that  partner  with 
Parametric  Technology  to  provide  its  clients 
with  necessary  consulting  services.  These 
consultants  are  trained  in  the  implementation 
of  Pro/ENGINEER  products,  and  in  methods 
of  providing  consultation  services  for  the 
product  lines. 

Clients 

Some  of  Parametric  Technology’s  major 
customers  are  Hughes  Aircraft  Co.,  Acer  Inc., 
Carrier  Corp.,  Volkswagen  AG,  Whirlpool 
Corp.  and  Medtronic,  Inc. 

In  fiscal  1995,  2,700  new  customers  were 
added  to  Parametric  Technology’s  list  of 
clients. 

Marketing  and  Sales 

Parametric  Technology  licenses  products  to 
customers  in  the  U.S.  through  a direct  sales 
force.  Sales  and  marketing  operations  outside 
the  U.S.  are  conducted  principally  through  the 
company’s  foreign  sales  subsidiaries 
throughout  Europe  and  the  Far  East. 


The  company  derives  approximately  85%  of  its 
revenues  through  products  distributed  directly 
to  strategic  customers,  and  the  remaining  15% 
through  value-added  resellers  (VARs). 

Alliances 

Parametric  Technology  has  partnered  with 
numerous  independent  software  vendors,  and 
has  created  its  Cooperative  Software  Program 
(CSP)  to  help  its  customers  maintain  an  open 
software  environment. 

• CSP  groups  partners  into  the  following 
areas: 

- Consulting,  integration  and  training 
services 

- Document/information  management 

- Electronic  design  automation 

- Engineering  analysis 

- Industrial  design  and  rendering 

- Knowledge-based  systems 

- Manufacturing 

- Rapid  prototyping 

- Service  bureaus 

- Translators  and  migration  tools 

- Other  applications 

Some  of  Parametric  Technology’s  CSP 
independent  software  vendors  include: 
Andersen  Consulting,  CDI  Computer  Services, 
Inc./Innovative  Information  Systems,  Inc., 
Hewlett-Packard,  IBM,  SPECTRAGRAPHICS 
Corporation,  Cadence  Design  Systems,  Inc., 
Intergraph  Corporation— Electronics  Division, 
Structural  Research  & Analysis  Corporation, 
Texas  Instruments,  Computer  Design,  Inc., 
Concentra  Corporation,  Generative  N/C 
Technology,  Inc.,  3D  Systems,  Stratasys,  Inc., 
International  TechneGroup  Incorporated  and 
FISHER/UNITECH,  Inc. 

The  Pro/ENGINEER  family  of  products  is 
certified  to  run  on  all  major  UNIX,  Windows 
NT  and  Windows  95  system  architectures. 


Page  8 of  9 


©INPUT  1996.  Reproduction  prohibited . 


Parametric  Technology  Corporation 
February  1 996 


INPUT  Vendor  Profile 


Parametric  Technology  hardware  partners  are 
Digital  Equipment,  Hewlett-Packard,  IBM, 
NEC,  Silicon  Graphics  and  SUN  Microsystems 
for  UNIX;  Compaq,  CompuAdd,  Digital 
Equipment,  Hewlett-Packard,  Intergraph, 
NEC,  NeTpower  and  Siemens  Nixdorf  for 
Windows  NT;  and  Intel  for  Microsoft’s 
Windows  95. 


Competition 

Parametric  Technology  competes  most  directly 
with  CADAM®  and  CATIA  products  by  IBM, 
CADDS®  by  Computervision  Corporation, 
UNIGRAPHICS®  by  EDS,  I/EMS™  by 
Intergraph  Corporation  and  the 
I-DEAS  Master  Series™  by  Structural 
Dynamics  Research  Corporation. 
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September  1996 

Paychex,  Inc. 

President 

& CEO:  B.  Thomas  Golisano 

911  Panorama  Trail  South 
Rochester,  NY  14625-0397 

PAYCHEX 

Phone: 

(716)  385-6666 

Fax: 

(716)  383-3428 

Internet: 

http://www.paychex.com 

Status:  Public 

Employees:  3,900+  (7/96) 

Revenue:  $325,285,000* 

Fiscal  Year  End:  5/31/96 

• Prior  to  merger 

Key  Points 

• Paychex  is  currently  the  second  largest 
payroll  service  provider  in  the  U.S. — second 
to  Automatic  Data  Processing,  Inc. 

• Paychex  claims  to  lead  its  market  niche  of 
providing  payroll  processing  primarily  to 
businesses  with  fewer  than  200  employees. 
Its  services  were  created  expressly  for  small 
businesses  more  than  20  years  ago  when 
such  services  were  virtually  unavailable  to 
the  independent  business  owner. 


• Paychex  estimates  that  more  than  80%  of 
small  businesses  are  still  doing  their  payroll 
manually  or  using  in-house  computers, 
offering  Paychex  continued  opportunity  for 
growth. 

• In  August  1996,  Paychex  merged  with 
National  Business  Solutions,  a professional 
employer  organization  (PEO)  providing 
small  and  medium-sized  businesses  with 
outsourcing  solutions  for  employee  benefits. 

• During  1995,  Paychex  added  more  than 
5,000  payroll  clients  to  its  base  with  the 
acquisitions  of  The  Payroll  Company  and 
Pay-Fone  Systems  Inc.  in  June  1995. 
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Company  Description 

Paychex,  founded  in  1971,  provides  batch 
payroll  processing  services  to  nearly  240,000 
small  to  medium-sized  businesses  nationwide. 

• The  company  also  offers  employee  insurance 
products  and  services,  human  resource 
management  services,  and  automatic  tax 
payment  services  to  its  processing  clients. 

• The  market  for  Paychex’  services  evolved 
primarily  as  a result  of  employers  being 
required  by  law  to  act  as  "tax  collectors"  for 
various  taxing  authorities.  This  makes 


employers  responsible  for  complying  with  a 
variety  of  complex,  changing  regulations, 
and  for  withholding  from  their  employees’ 
pay  and  remitting  all  payroll  taxes  collected 
to  the  taxing  authorities. 

• As  a result  of  the  acquisition  of  National 
Business  Solutions,  the  company  also 
provides  outsourcing  services  for  employee 
benefits. 

A five-year  summary  of  the  company’s  number 
of  clients,  branch  processing  centers,  sales 
offices,  and  employees  (as  of  fiscal  year  end 
May  31)  follows: 


Paychex,  Inc. 
Five-Year  Statistics 


Fiscal  Year 

Item 

5/96 

5/95 

5/94 

5/93 

5/92 

Number  of  clients 

Branch  processing/service  centers 
Sales  offices 
Paychex  employees 

234,000 

75 

23 

3,900 

207,900 

71 

23 

3,500 

185,900 

70 

24 

3,100 

167,500 

70 

20 

2,800 

150,400 

70 

17 

2,500 

Operations  and  Structure 

Paychex  currently  has  75  payroll 
processing/service  centers  and  23  sales  offices 
in  major  metropolitan  areas  in  Alabama, 
Arizona,  Arkansas,  California,  Colorado, 
Connecticut,  the  District  of  Columbia,  Florida, 
Georgia,  Illinois,  Indiana,  Kansas,  Kentucky, 
Louisiana,  Maryland,  Massachusetts, 
Michigan,  Minnesota,  Missouri,  Nebraska, 
Nevada,  New  Hampshire,  New  Jersey,  New 
York,  North  Carolina,  Ohio,  Oklahoma, 
Oregon,  Pennsylvania,  Rhode  Island,  South 
Carolina,  Tennessee,  Texas,  Utah,  Virginia, 
Washington,  and  Wisconsin. 

The  Human  Resource  Services  Division 
supplies  insurance  products  and  human 
resource  management  services. 


Paychex  Management  Corp.,  a wholly  owned 
subsidiary,  provides  treasury  management 
services  to  Paychex. 

Paychex  Business  Solutions  (formerly 
National  Business  Solutions)  provides 
outsourcing  for  employee  benefits. 

Company  Strategy 

In  the  payroll  market,  Paychex  continues  to 
concentrate  on  sales  productivity,  client 
retention,  and  new  product  development. 


Page  2 of  8 


©INPUT  1996.  Reproduction  prohibited. 


Paychex,  Inc. 
September  1996 


INPUT  Vendor  Profile 


Financials 

Paychex’  fiscal  1996  revenue  (prior  to  the 
merger)  reached  $325.3  million,  a 22% 


increase  over  fiscal  1995  revenue  of  $267.2 
million.  Net  income  rose  34%,  from  $39.0 
million  in  fiscal  1995  to  $52.3  million  in  fiscal 
1996.  A five-year  summary  follows: 


Paychex,  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

5/96 

5/95 

5/94 

5/93 

5/92 

Revenue 

$325.3 

$267.2 

$224.1 

$190.0 

$161.3 

• Percent  change  from 
previous  year 

22% 

19% 

18% 

18% 

18% 

Income  before  taxes 

$72.7 

$54.4 

$39.0 

$28.0 

$19.5 

• Percent  change  from 
previous  year 

34% 

39% 

39% 

44% 

39% 

Net  income 

$52.3 

$39.0 

$28.1 

$20.0 

$13.7 

• Percent  change  from 
previous  year 

34% 

39% 

41% 

46% 

42% 

Earnings  per  share  (a) 

$0.77 

$0.58 

$0.42 

$0.30 

$0.21 

• Percent  change  from 
previous  year 

33% 

38% 

40% 

43% 

40% 

(a)  Restated  to  reflect  3-for-2  stock  splits  in  June  1995  and  May  1996. 


Paychex  management  attributes  financial 
results  to  the  following: 

• The  company’s  ability  to  continually  grow 
its  client  base,  increase  the  use  of 
ancillary  services  by  new  and  existing 
customers,  and  decrease  selling,  general, 
and  administrative  expenses,  as  a percent 
of  revenue,  has  resulted  in  compounded 
revenue  growth  of  18%  and  compounded 
net  income  growth  of  36%  over  the  past 
six  years. 

• Increased  revenue  is  a result  of  consistent 
growth  of  the  number  of  clients  using  the 
basic  payroll  service  and  increased  use  of 
the  Taxpay®  automatic  tax  payment  and 
filing  service. 


• Approximately  2%  of  the  1996  increase 
was  attributed  to  revenue  from  Pay-Fone 
Systems  and  The  Payroll  Company,  two 
acquisitions  made  during  fiscal  1996. 

• Increased  revenue  also  came  from  other 
ancillary  payroll  products,  including 
Direct  Deposit  and  Check  Signing  and 
Inserting. 

• The  Human  Resource  Services  Division 
continues  to  generate  yearly  revenue 
increases  and  anticipates  future  growth 
of  its  401(k)  record-keeping  services. 

A three-year  financial  summary  based  on 
the  pro  forma  unaudited  consolidated 
results  of  operations  for  Paychex  and 
National  Business  Solutions  follows: 
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Paychex,  Inc. 

Restated  Financial  Information 

($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

5/96 

5/95 

5/94 

Revenue 

$566.4 

$412.1 

$323.9 

Net  income 

$54.0 

$39.8 

$28.5 

Earnings  per  share 

$0.76 

$0.57 

$0.42 

Interim  Results 

Paychex’  financials  have  been  restated  to 
reflect  the  pooling-of-interests  acquisition 
of  National  Business  Solutions  in  August 
1996. 

Revenue  for  the  three  months  ending 
August  31,  1996  reached  $166  million,  a 
34%  increase  over  $123.5  million  for  the 
same  period  a year  ago.  net  income 
increased  34%,  from  $12.8  million  to  $17.1 
million. 

• Payroll  service  revenue  reached  $88.9 
million,  an  increase  of  17%  over  $76.2 
million  for  the  same  period  a year  ago. 
Operating  income  from  payroll  services 
increased  33%  to  $22.8  million. 

• Revenue  from  the  PEO  business  acquired 
with  National  Business  Solutions  reached 
$77.1  million,  a 63%  increase  over  $47.3 
million  for  the  same  period  last  year. 
Operating  income  rose  53%  to  $0.8 
million. 

Market  Financials 

Virtually  all  of  Paychex’  revenue  is  derived 
from  businesses  with  fewer  than  100 
employees.  Approximately  69%  of  its 
clients  employ  14  or  fewer  persons. 

Approximately  80%  of  Paychex  clients  in 
fiscal  1994  or  fiscal  1995  continued  to  be 
clients  in  fiscal  1996. 


Virtually  all  of  Paychex’  fiscal  1996  revenue 
was  derived  from  batch  payroll,  tax 
payment  and  associated  processing 
services.  INPUT  estimates  that 
approximately  6%  of  revenue  was  derived 
from  fringe  benefit  and  personnel  services. 

Geographic  Markets 

One  hundred  percent  of  Paychex’  fiscal 
1996  revenue  was  derived  from  the  U.S. 

Acquisitions 

In  August  1996,  Paychex  completed  the 
acquisition  of  National  Business  Solutions, 
Inc.  for  approximately  2.9  million  shares  of 
Paychex  common  stock.  The  transaction 
will  be  accounted  for  as  a pooling  of 
interests. 

• National  Business  Solutions,  based  in  St. 
Petersburg  (FL),  is  a professional 
employer  organization  specializing  in 
providing  small  and  medium-sized 
businesses  with  outsourcing  solutions  for 
their  employee  benefits. 

• By  becoming  a co-employer  of  a client’s 
employees,  National  Business  Solutions 
relieves  the  business  owner  of  human 
resource  administration,  employment 
regulatory  compliance,  workers’ 
compensation  coverage,  health  care, 
401(k)  administration,  and  other 
employee-related  administrative 
responsibilities. 
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• National  Business  Solutions,  with  more 
than  230  clients,  has  pooled  together 
more  than  9,600  employees,  including 
client  employees.  For  the  twelve  months 
ending  May  31,  1996,  the  company  was 
profitable  and  generated  revenue  of 
approximately  $240  million,  which 
includes  all  amounts  billed  to  clients  for 
gross  salaries  and  wages,  related 
employment  taxes,  health  care  benefits, 
workers’  compensation  coverage,  and 
administrative  fees. 

• The  operations  of  National  Business 
Solutions  will  operate  as  Paychex® 
Business  Solutions. 

In  September  1995,  Paychex  acquired  The 
Payroll  Company  for  approximately  $5 
million  in  Paychex  stock. 

• The  Payroll  Company,  based  in  San 
Francisco  (CA),  provides  payroll 
processing  services  to  approximately 
2,100  clients  in  the  San  Francisco  Bay 
area. 

• The  operations  of  The  Payroll  Company 
are  being  merged  into  Paychex. 

In  June  1995,  Paychex  completed  the 
acquisition  of  Pay-Fone  Systems,  Inc.  of 
Van  Nuys  (CA)  for  approximately  $10.5 
million  in  Paychex  common  stock. 

• Pay-Fone  provided  payroll  and  tax 
preparation  services  to  approximately 
3,500  clients  through  five  offices  in 
California. 

• Pay-Fone  had  approximately  65 
employees  at  the  time  of  the  acquisition 
and  revenue  of  $4.5  million  for  the  fiscal 
year  ending  June  30,  1994. 

• The  operations  of  Pay-Fone  have  been 
merged  into  Paychex. 

Paychex,  Inc. 

September  1996 


Employees 

As  of  July  1996,  prior  to  the  acquisition  of 
National  Business  Solutions,  Paychex  had 
more  than  3,900  employees,  an  11% 
increase  over  last  year’s  level. 

Paychex  Business  Solutions  (formerly 
National  Business  Solutions)  has  pooled 
together  more  than  9,600  work  site 
employees. 

Key  Products  and  Services 

Paychex’  core  business  is  national  payroll 
processing  and  payroll  tax  preparation. 

The  company  also  offers  human  resource 
products  and  services,  including  section  125 
cafeteria  plans,  40  l(k)  record  keeping, 
employee  handbook  services,  insurance 
services,  and  employee  evaluation  tools. 

Payroll  Services 

Paychex  primarily  markets  its  services  to 
small  businesses  employing  fewer  than  200 
persons. 

• Once  a business  becomes  a Paychex 
client,  Paychex  personnel  convert  the 
client’s  payroll  records  to  a Paychex 
computer.  Thereafter,  the  client,  via  a 
telephone  call,  fax,  or  PC  modem  to  a 
Paychex  branch  office  each  payroll  period, 
reports  the  payroll  hours  per  employee 
and  any  personnel  or  compensation 
changes. 

• Every  pay  period,  Paychex  prepares 
payroll  checks  with  employee  earnings 
statements,  payroll  journals,  cash 
requirements  and  deposits  reports, 
employer  taxable  wage  and  expense 
summaries,  departmental  earnings  and 
deduction  summaries,  client  timesheets, 
and  payroll  deduction  registers  (as 
required). 
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• Every  deposit  period,  Paychex  provides 
written  notification  of  all  required 
federal,  state  and  local  payroll  tax 
deposits,  including  the  tax  deposit 
amount  and  due  date. 

• Four  times  a year,  Paychex  prepares  for 
each  client  the  following:  Form  941 
(Employers  Quarterly  Federal  Tax 
Return);  state  unemployment  insurance 
returns;  tax  deposits  for  federal 
unemployment  insurance  (Coupon  8109); 
any  required  local  tax  returns  and 
deposits;  employee  earnings  histories; 
quarterly  reports  of  wages;  and  year-to- 
date  reports  of  wages. 

• At  year  end,  Paychex  prepares  the 
following  forms,  balanced,  reconciled  and 
ready  to  file;  employer  and  employee  W-2 
forms,  W-3  recap  of  federal  taxes 
withheld,  recap  of  state  and  local  taxes 
withheld,  940  Federal  Unemployment 
Insurance  Return,  and  supporting 
information  for  the  year’s  payroll. 

• Delivery  is  provided  by  mail,  courier,  or 
customer  pick-up. 

• The  fees  for  Paychex’  payroll  services  are 
calculated  by  pay  period,  with  the  total 
fee  directly  proportional  to  the  number  of 
employees.  Fees  generally  range  from 
$0.60  to  $2.50  per  employee  per  pay 
period. 

The  Taxpay  tax  payment  service  is  an 

automatic  payroll  tax  filing  service  option 

available  to  processing  clients. 

• When  preparing  payroll  for  a client, 
Paychex  extracts  from  the  client’s  bank 
account  the  accrued  tax  liability  for  that 
period,  including  all  state  and  federal, 
unemployment,  disability,  and  local 
taxes.  Paychex  maintains  those  dollars  in 
a separate  account  and,  upon  specific  due 


dates,  makes  the  payments  for  the  client 
to  the  appropriate  tax  jurisdiction. 

• For  this  service,  Paychex  receives 
additional  processing  revenue  and 
interest  income  from  the  fiduciary 
account.  Additional  revenue  generated 
per  client  is  approximately  33%. 

• As  of  May  31,  1996,  Taxpay  was  being 
used  by  56%  of  Paychex  clients,  compared 
to  51%  of  clients  at  the  end  of  fiscal  1995, 
and  43%  of  clients  at  the  end  of  fiscal 
1994. 

Other  payroll  service  enhancements  include 

the  following: 

• The  Paylink®  service  allows  clients  to 
electronically  transfer  their  payroll  data 
from  their  personal  computer  to  a 
Paychex  branch  for  processing.  During 
fiscal  1996,  users  of  Paylink  increased  to 
more  than  14,000. 

• Reportlink,  introduced  in  fiscal  1995,  is 
an  extension  of  the  Paylink  basic  service 
and  permits  two-way  communication. 
Each  pay  period,  after  Paychex  has 
computed  a company’s  payroll  data,  it  can 
be  sent  to  the  company  for  use  in  an 
array  of  reports  useful  to  management, 
accounting,  and  human  resources 
personnel. 

• Direct  Deposit  is  an  automatic  salary 
deposit  service  for  employees  (available 
nationwide).  Direct  Deposit  clients 
increased  nearly  40%  during  fiscal  1996 
to  more  than  51,000.  In  general,  Direct 
Deposit  provides  15%  additional  revenue 
per  client. 

• Check  Signing  enables  businesses  to  have 
checks  signed  electronically.  Inserting 
allows  Paychex  to  seal  the  checks  in 
envelope.  During  fiscal  1996,  the  number 
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of  clients  using  these  services  increased 
24%  to  approximately  22,000  businesses. 
Check  Signing  adds  approximately  15% 
additional  revenue  per  client,  per  year. 

Human  Resources 

The  Human  Resource  Services  (HRS) 
Division,  formed  during  fiscal  1991, 
consolidates  operational  and  marketing 
efforts  for  Paychex’  insurance  products  and 
services  and  human  resource  management 
services. 

Insurance  Services,  introduced  during  fiscal 
1986,  include  a core  group  of  products  for 
group  health,  short-term  and  long-term 
disability  insurance,  workers’ 
compensation,  and  group  life  and  group 
dental  insurance.  The  products  are 
primarily  offered  through  a national 
brokerage  firm.  In  selected  geographical 
areas,  the  company  also  offers  group 
insurance  through  Blue  Cross-Blue  Shield 
and  local  HMO  organizations. 

Personnel  Services,  introduced  during  fiscal 
1989  and  directed  toward  existing  clients, 
are  designed  to  help  small  employers  deal 
with  human  resource  management  issues 
by  providing  employee  handbooks  and 
associated  manuals,  customized  job 
descriptions  to  help  employers  with 
compliance  information  regarding  the 
workplace,  and  equal  employment  rules 
and  regulations. 

Paychex  markets  cafeteria  plan  products 
approved  under  Section  125  of  the  Internal 
Revenue  Code. 

• The  Premium  Only  Plan  (POP)  allows 
employees  to  pay  for  certain  fringe 
benefits  with  pretax  dollars,  with  a 
resultant  reduction  of  payroll  taxes  to 
employers  and  employees. 


• The  Flexible  Spending  Account  Plan 
allows  client  employees  to  pay  for  health 
and  dependent  care  expenses  with  pretax 
dollars. 

During  fiscal  1995,  the  division  added 
record-keeping  services  for  401(k) 
retirement  plans,  which  are  now  available 
in  all  Paychex  branches. 

Paychex  also  provides  its  customers  with  a 
series  of  specialized  publications  relating  to 
payroll  and  payroll  tax  information.  These 
publications  are  free. 

Products  and  services  offered  through  the 
HRS  division  are  now  available  to  98%  of 
Paychex’  payroll  clients. 

Clients 

Clients  include  restaurants,  retailers, 
franchisees,  attorneys,  accountants, 
doctors,  dentists,  and  various  other  small 
businesses. 

Marketing  and  Sales 

Paychex  markets  its  payroll  services  in  its 
75  branch  operating  centers  and  23  sales 
offices  located  in  major  metropolitan  areas. 

Products  and  services  of  the  HRS  Division 
are  sold  through  a separate  sales 
organization  located  in  most  branch  offices. 
Some  of  the  products  and  services  are 
available  on  a nationwide  basis  through  an 
inside  sales  group. 

Competitors 

Paychex’  major  payroll  processing 
competitor  is  Automatic  Data  Processing, 
Inc.  Paychex  also  competes  with  banks  and 
smaller  independent  companies. 
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Paychex  is  well  known  in  the  small 
business  marketplace  and  gets  many 
referrals  by  word  of  mouth. 

The  Paylink  service  allows  PC-oriented 
clients  to  enter  payroll  information  at  any 
time  of  the  day,  bypassing  the  payroll 
specialist.  Paychex  realizes  lower 
operating  costs  because  data  entry 


functions  are  actually  provided  by  the 
client. 

Ongoing  statutory  changes  imposed  by 
government  continue  to  create  business  for 
Paychex. 

Paychex’  challenges  over  the  coming  year 
include  integrating  the  operations  of 
National  Business  Solutions  and 
maintaining  profitability. 
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PAY-FONE  SYSTEMS,  INC. 

Richard  Kelton 
Mark  Leekley 
Public  Corporation 
AMEX 
77  (Full-Time) 
$4,505,111 
6/30/93 


8100  Balboa  Boulevard 
Van  Nuys,  CA  91406 
Phone:  (818)997-0808 
Fax:  (818)  787-1850 


Chairman: 
President  & CEO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Key  Points 


Pay-Fone  Systems,  Inc.  has  provided  payroll  processing  services  to 
the  business  community  for  more  than  38  years.  Since  1988,  the 
company  has  done  business  under  the  name  Precision  PayrollSM. 

Despite  a 13%  decline  in  revenues  during  fiscal  1993,  earnings 
reached  $151,015,  the  highest  in  six  years,  due  to  cost  containment 
programs  and  the  discontinuance  or  sale  of  nonprofitable  business 
activities,  including  its  New  York  payroll  business. 

Pay-Fone  has  acquired  two  payroll  businesses  in  California, 
increasing  its  client  base  by  approximately  300  clients. 

During  fiscal  1993,  Pay-Fone  introduced  its  Premium  Only  Plan,  a 
Section  125  Benefits  Service  cafeteria  plan. 

In  September  1993,  Mark  Leekley  was  appointed  president  and  chief 
executive  officer.  Mr.  Leekley  previously  was  chief  operating  officer 
and  chief  financial  officer  at  Pay-Fone. 
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Pay-Fone  Systems  provides  payroll  processing  services,  primarily  in 
California,  to  more  than  4,000  businesses  in  a variety  of  industries. 


Pay-Fone's  strategy  for  growth  during  fiscal  1994  is  to  increase  sales  and 
marketing  efforts  and  to  seek  acquisitions  of  small  payroll  companies. 

The  company's  mission  is  100%  customer  satisfaction  in  meeting  the 
payroll  processing  needs  of  organizations. 


Fiscal  1993  revenue  was  $4.5  million,  a 13%  decrease  from  fiscal  1992 
revenue  of  nearly  $5.2  million.  Net  income  reached  $151,015,  a 36% 
increase  over  net  income  of  $110,596  for  fiscal  1992.  A five-year 
financial  summary  follows: 


PAY-FONE  SYSTEMS,  INC 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  Thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/93 

6/92 

6/91 

6/90 

6/89 

Revenue 

$4,505 

$5,186 

$5,248 

$5,504 

$6,022 

• Percent  change 

from  previous  year 

(13%) 

(1%) 

(5%) 

(9%) 

(1%) 

Income  (loss)  before  taxes 
and  extraordinary  items 

$246 

$122 

$(194) 

$(235) 

$54 

■ Percent  change 
from  previous  year 

102% 

163% 

17% 

(535%) 

(57%) 

Net  income  (loss) 

$151 

$111 

$(195) 

$(202) 

$38 

• Percent  change 

★ 

from  previous  year 

36% 

157% 

3% 

(632%) 

(60%) 

Earnings  (loss)  per  share 
• Percent  change 

$0.10 

$0.07 

$(0.13) 

$(0.13) 

$0.03 

from  previous  year 

43% 

154% 

” 

(533%) 

(50%) 

* Includes  a $28,200  income  tax  benefit  from  utilization  of  net  operating  loss  carryforward. 


Revenue  declines  over  the  past  several  years  were  due  to  the  sale  or 
discontinuation  of  portions  of  the  company's  business  outside  California 
that  were  not  profitable,  including  the  sale  of  the  New  York  payroll 
business  and  termination  of  its  franchise  relationships  in  Greenville 
(SC)  and  Mobile  (AL)  which  cumulatively  contributed  5.5%  to  fiscal 
1992  revenues. 


Company 

Description 


Strategy 


Financials 


Page  2 of  5 


Copyright  1994  by  INPUT.  Reproduction  Prohibited. 


January  1994 


PAY-FONE  SYSTEMS,  INC. 


INPUT 


Market 

Financials 


Geographic 

Markets 


Acquisitions 


• Although  the  number  of  clients  remained  approximately  the  same 
for  fiscal  1993,  a significant  portion  of  reduced  revenue  was  also  due 
to  lower  average  revenue  per  client,  caused  by  a decrease  in  the 
number  of  employees  (hence  paychecks)  of  existing  and  new  clients. 
Pay-Fone  management  believes  this  is  due  in  part  to  prevailing 
economic  and  employment  conditions  in  California. 

• The  improvement  in  net  income  in  fiscal  1993,  despite  the  reduction 
in  revenues,  was  primarily  due  to  Pay-Fone's  successful  program  of 
aggressive  cost  controls  and  a reduction  in  sales,  marketing  and 
advertising  expenses. 

Revenue  for  the  three  months  ending  September  30,  1993  was  $1.05 
million,  down  slightly  from  $1.1  million  for  the  same  period  in  1992. 

Net  losses  were  $7,270  compared  to  net  income  of  $45,215  for  the  same 
period  a year  ago.  The  losses,  which  were  smaller  than  the  losses  of 
$49,720  for  the  most  recent  preceding  quarter,  were  due  to  increased 
sales  and  marketing  expenses. 


Pay-Fone  generates  its  revenue  from  a variety  of  industry  segments, 
typically  from  businesses  with  one  to  1,000  employees. 

One  hundred  percent  of  Pay-Fone's  fiscal  1993  revenue  was  derived 
from  processing  services. 


Pay-Fone  derives  100%  of  its  revenue  from  the  U.S.  Clients  are 
located  principally  in  the  following  metropolitan  areas: 


Los  Angeles/Orange  County 

74% 

San  Francisco  Bay  Area 

17% 

San  Diego 

9% 

100% 

California  offices  are  located  in  Aptos,  Burlingame,  Cerritos,  San 
Diego  and  Van  Nuys. 


During  fiscal  1993,  Pay-Fone  acquired  two  small  payroll  companies  in 
California  with  a combined  client-base  of  approximately  300  clients. 
One  key  acquisition  increases  the  company's  client  base  in  Northern 
California  by  approximately  50%. 
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Divestitures 

During  fiscal  1992,  Pay-Fone  sold  its  New  York  payroll  processing 
operations  to  Payroll  Group/PCS  Computer  Services,  a small  New 
Jersey-based  start-up  company,  for  $75,000  plus  additional  payments 
based  on  retained  clients.  In  fiscal  1992,  the  New  York  office  provided 
approximately  4%  of  Pay-Fone's  total  revenues. 

Also  during  fiscal  1992,  Pay-Fone  discontinued  its  franchise  operations 
in  Greenville  (SC)  and  Mobile  (AL).  These  franchise  activities 
contributed  1.1%  to  Pay-Fone's  total  fiscal  1992  revenue. 

Employees 

As  of  September  1993,  Pay-Fone  had  77  full-time  and  four  part-time 
employees. 

Key  Products 
and  Services 

Payroll  processing  services  are  provided  to  customers  on  a weekly, 
biweekly,  semimonthly  or  monthly  basis.  Customers  are  billed  monthly 
by  Pay-Fone. 

Clients  transmit  payroll  data  to  Pay-Fone  offices  via  one  of  the 
following  methods: 

• Call-A-CheckSM,  a direct  telephone  call  to  a Pay-Fone  specialist 

• FAX-A-CHECKSiM  service,  transmitting  payroll  data  via  a facsimile 
machine  directly  to  a Pay-Fone  customer  service  branch  where  a 
specialist  inputs  the  information  into  the  system 

• TouchToneR  service  via  a standard  touch-tone  telephone  or  a Pay- 
Fone  TouchTone  terminal 

• PayMate™  and  MICRO-HOST™  services,  in  which  data  is 
transmitted  via  a modem,  using  either  Pay-Fone's  MICRO-HOST  or 
PayMate  software  package  with  the  client's  own  microcomputer  or  a 
PayMate  (IBM  compatible)  computer  provided  by  Pay-Fone 

Computer  Hardware: 

Pay-Fone  has  one  IBM  4341  mainframe  computer  operating  under 
MVS  at  its  data  center  located  in  Van  Nuys  (CA). 

Each  office  has  IBM  386-based  systems  used  to  receive  client  data  and 
retransmit  to  the  data  center. 

Clients  access  Pay-Fone's  network  via  telephone  lines. 
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Marketing 
and  Sales 


Competition 


INPUT 

Assessment 


Pay-Fone  markets  its  services  through  its  own  sales  force,  with  18 
salespersons,  including  four  field  branch  managers,  one  corporate  vice 
president  and  one  corporate  administrator. 


Major  competitors  include  Automatic  Data  Processing,  Inc.,  Ceridian 
Corporation  (formerly  Control  Data)  and  Paychex. 

Other  competition  comes  from  various  local  corporations  that  provide 
services  comparable  to  those  offered  by  Pay-Fone. 


In  a highly  competitive  market  segment  with  pricing  pressure,  INPUT 
believes  that  Pay-Fone  is  ready  to  turn  around  last  year's  revenue 
decrease  with  an  aggressive  acquisition  strategy  and  a renewed 
committment  to  client  service. 

Pay-Fone  has  also  stayed  focused  on  its  core  business  strategy,  serving 
the  needs  of  small  to  medium  businesses,  a segment  that  accounts  for 
80%  of  businesses  in  the  U.S. 
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PDA  ENGINEERING 

2975  Redhill  Avenue 
Costa  Mesa,  CA  92626 
Phone:  (714)540-8900 
Fax:  (714)  979-2990 


Chairman,  President, 

& CEO:  Louis  A.  Delmonico 

Status:  Public  Corporation 

Stock  Exchange:  NASDAQ 

Total  Employees:  248  (9/92) 

Total  Revenue:  $38,173,000 

Information  Services 
Revenue:  $34,  195,000 

Fiscal  Year  End:  6/30/92 


Key  Points 


PDA  Engineering's  current  strategy  for  its  Software  Products 
segment  is  to: 


fe' 


Stay  in  the  engineering  analysis  market  niche 

Develop  products  that  represent  "best-of-class"  offerings 

Expand  the  use  of  engineering  analysis  in  the  design-to- 
manufacturing  process  by  introducing  new  products 

Expand  distribution  of  the  company's  products  and  services 


- Implement  new  marketing  programs  and  form  new  product 
development  relationships 

With  the  company's  next  generation  system,  PATRANR  3,  and  its 
M/ VISION™  materials  software,  system  analysis  and  computerized 
materials  information  can  now  be  part  of  the"concurrent 
engineering"  process  that  results  from  integrating  design,  analysis, 
and  testing  into  simultaneous,  rather  than  sequential,  participation 
in  the  product  development  process. 

• Beginning  in  fiscal  1992,  PDA  Engineering  introduced  more 
aggressive  pricing  and  promotional  options  to  encourage  perpetual 
licenses  and  provide  incentives  for  customers  to  commit  to  the 
PATRAN  3 system  on  a more  permanent  basis  than  annual  licenses. 
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Description 


Company 

History 


Financials 


PDA  Engineering  currently  conducts  its  business  through  two  operating 
segments  as  follows: 

• The  Software  Products  segment  provides  its  PATRAN  mechanical 
computer-aided  engineering  (MCAE)  and  M/ VISION  materials 
applications  software  products  and  associated  support  services. 

• The  Engineering  Services  segment  provides  advanced  materials 
engineering  services  that  are  not  information  services-related. 


PDA  Engineering  was  incorporated  as  Prototype  Development 
Associates  in  1972  to  provide  advanced  technology  engineering  services 
primarily  to  the  aerospace  and  defense  industries. 

In  1980,  the  company  name  was  changed  to  PDA  Engineering. 


PDA's  total  fiscal  1992  revenue  reached  S38.2  million,  a 6%  increase 
over  fiscal  1991  revenue  of  $36.0  million.  Net  income  rose  29%,  from 
$2.7  million  in  fiscal  1991  to  $3.5  million  in  fiscal  1992. 

PDA's  fiscal  1992  information  services  (Software  Products  segment) 
revenue  reached  $34.2  million,  a 15%  increase  over  $29.7  million  for 
fiscal  1991.  Operating  income  from  this  segment  was  $3.9  million  in 
fiscal  1992,  $2.8  million  in  fiscal  1991,  and  $2.0  million  in  fiscal  1990. 

• Increases  in  Software  Product  segment  revenues  were  due  primarily 
to  the  general  expansion  of  the  company's  business,  including  an 
approximate  11%  increase  in  foreign  revenues,  and  increased 
revenues  derived  from  perpetual,  paid-up  (rather  than  annual) 
license  fees. 

• In  fiscal  1992,  Software  Products  revenue  included  approximately 
$5.1  million  for  perpetual,  paid-up  licenses,  compared  to  $2.2  million 
in  fiscal  1991  and  $409,000  in  fiscal  1990. 

• License  revenues  include  increased  revenues  from  M/ VISION,  the 
company's  new  materials  analysis  software  system  that  was 
introduced  during  1991  and  which  has  enjoyed  increased  customer 
acceptance  in  fiscal  1992. 

In  the  three-year  summary  that  follows,  financials  prior  to  fiscal  1992 
have  been  restated  to  reflect  a change  in  the  method  of  accounting  for 
software  revenue. 
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PDA  ENGINEERING 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/92 

6/91 

6/90 

Revenue 

• Software  Products 

$34,195 

$29,712 

$23,312 

• Engineering  Services 

3.978 

6.320 

7.682 

Total 

$38,173 

$36,032 

$30,994 

• Percent  increase 

from  previous  year 

6% 

16% 

N/A 

Income  before  taxes 
• Percent  increase 

$4,691 

$4,064 

$3,006 

from  previous  year 

15% 

35% 

N/A 

Net  income 
• Percent  increase 

$3,500 

$2,709 

$1,918 

from  previous  year 

29% 

41% 

N/A 

Earnings  per  share 
■ Percent  increase 

$0.72 

$0.58 

$0.44 

from  previous  year 

24% 

32% 

N/A 

Acquisitions/  In  May  1991,  PDA  acquired  less  than  20%  ownership  in  Computational 

Divestitures  Mechanics  Company,  Inc.  (COMCO)  of  Austin  (TX)  for  $526,000. 

COMCO  develops  two-  and  three-dimensional  mathematical  models  in 
the  field  of  fluid  and  solid  mechanics.  PDA  and  COMCO  have  formed 
a joint  venture  to  develop  software  using  a combination  of  both  firms' 
proprietary  technologies. 

In  March  1990,  PDA  established  a development  agreement  with  LMS 
International  of  Leuven  (Belgium)  to  integrate  PATRAN  analysis 
software  with  LMS's  integrated  testing  and  analysis  software.  In  July 
1991,  PDA  purchased  approximately  11%  of  LMS'  common  stock  for 
$1.9  million. 

During  fiscal  1991,  as  part  of  its  planned  growth  overseas,  PDA  formed 
an  agreement  with  German-based  manufacturer  Jenoptik  Carl  Zeiss 
Jena.  Zeiss  will  provide  training,  support,  installation,  and  consulting 
for  PATRAN  software  customers  in  five  regions  of  what  was  formerly 
East  Germany. 
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Alliances 


Employees 


Competitors 


Key  Products  and 
Services 


New  or  enhanced  strategic  partnering  relationships  were  announced 
during  fiscal  1992  with  the  following  companies: 

• Computervision  Corporation 

• Dassault  Systemes  (France) 

• EDS  Unigraphics 

• Matra  Datavision,  S.A.  (France) 

• Parametric  Technology  Corporation 

• Computational  Mechanics  Company 

• Hibbitt,  Karlsson  & Sorensen 

• Intelligent  Light 

• Information  Indexing,  Inc. 

As  of  September  1,  1992,  PDA  had  248  employees,  segmented  as 
follows: 

Software  marketing  and  sales  66 

Technical  112 

Administration  and  clerical  support  70 

248 

The  company  currently  has  about  260  employees. 


MCAE  software  competitors  include  MacNeal-Schwendler 
Corporation  (MSC/NASTRAN),  Rasna  (Applied  Structure),  Structural 
Dynamics  Research  Corporation  (IDEAS  and  SUPERTAB),  and 
Swanson  Analysis  (ANSYS). 


Approximately  90%  ($34.2  million)  of  PDA's  fiscal  1992  revenue  was 
derived  from  information  services  and  10%  ($4.0  million)  from 
engineering  services. 

• Approximately  97%  of  PDA's  fiscal  1992  information  services 
revenue  was  derived  from  annual  software  product  licenses  and 
renewals  and  3%  from  training  fees  and  processing  services. 

• A three-year  summary  of  source  of  information  services  revenue 
follows: 
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PDA  ENGINEERING  SOFTWARE  PRODUCT  SEGMENT 
THREE-YEAR  SUMMARY  OF  SOURCE  OF  REVENUE 
($  millions) 


FISCAL  YEAR 

6/92 

6/91 

6/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

New  license  fees 

$7.2 

21% 

$8.3 

28% 

$7.2 

31% 

Renewal  license  fees 
and  maintenance 

20.9 

61% 

18.1 

61% 

14.7 

63% 

Paid-up  license  fees 

5.1 

15% 

2.2 

7% 

0.4 

2% 

Training  and  other 

1.0 

3% 

1.1 

4% 

1.0 

4% 

TOTAL 

$34.2 

100% 

$29.7 

100% 

$23.3 

100% 

PDA  Engineering  supports  leading  computer  hardware  platforms  from 
DEC,  Hewlett-Packard,  IBM,  Silicon  Graphics,  and  Sun.  Certain 
products  are  also  provided  for  Cray  and  Convex  supercomputers. 

PDA  Engineering's  principal  software  product  is  the  PATRAN  3 
analysis  software  system,  an  open,  integrated  system  that  enables 
manufacturers  to  simulate  product  performance  on  the  computer  early 
in  the  design-for-manufacture  process. 

• PDA  has  invested  five  years  and  over  $30  million  in  software 
development  to  meet  manufacturers'  requirements  for  new  levels  of 
integration  of  analysis  with  design  and  test,  and  the  early  simulation 
of  product  performance  and  the  manufacturing  process.  The  all-new 
PATRAN  3 system  was  introduced  in  October  1991. 

• Originally  developed  by  PDA's  engineers  to  facilitate  their  own  pre- 
and  post-processing  for  NASA’s  engineering  analysis  needs, 
PATRAN  was  first  marketed  in  1979. 

• Because  of  its  range  of  analysis  capabilities,  PATRAN  3 is  used  in 
the  product  development  process  of  companies  around  the  world. 
Aerospace  and  automotive  are  PATRAN's  largest  markets,  but  the 
software  is  also  used  by  government  agencies,  utilities,  petroleum 
producers,  and  manufacturers  of  electronics,  industrial  equipment, 
and  consumer  goods. 
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The  PATRAN  3 Analysis  System  includes  the  following  components: 

• P3/PATRAN  is  the  pre-  and  post-processing  core  of  the  PATRAN  3 
software  system  that  provides  next-generation  modeling  and 
integration  capabilities  required  for  concurrent  engineering. 
P3/PATRAN  integrates  computer-aided  design  (CAD),  test,  and 
analysis  software  packages  and  can  be  customized  using  PATRAN's 
programming  language,  the  PATRAN  Command  Language. 

• Analysis  Solvers  (application  modules)  enable  the  engineer  to 
perform  different  types  of  engineering  analysis  to  predict  the 
performance  of  programs  under  varying  operating  conditions.  All 
these  solvers  use  the  same  P3 /PATRAN  core  software  and 
interfaces  for  model  creation,  job  submission,  and  results  evaluation. 
There  are  PATRAN  3 analysis  solvers  for  optimization, 
computational  fluid  dynamics,  thermal,  composite,  fatigue,  finite 
element  analysis,  and  animation. 

• P3/STRUCTURAL  OPTIMIZATION  is  structural  optimization 
software  that  supports  over  500  design  variables  as  it  optimizes  for 
weight,  volume,  cost,  stress,  strain,  frequency-or  virtually  any  design 
objective. 

• P3/MATERIALS  SELECTOR  module  provides  direct  access  to  any 
M/ VISION  materials  databank  from  within  PATRAN  3. 

• P3/COMPOSITE™  is  a modeling  and  analytical  software  package 
for  general  composite  structures. 

• P3 /THERMAL™  is  a finite  element  analysis  and  finite  difference 
thermal  analysis  system  that  solves  steady-state  and  transient  heat 
transfer  problems. 

• P3/FEA™  is  a finite  element  analysis  product  that  was  introduced 
in  fiscal  1989  as  a result  of  the  technology  acquired  with  Numerics 
Corporation  during  fiscal  1988. 

• Through  the  Single  Geometric  Model  capability  introduced  with 
PATRAN  3,  PDA  provides  direct  access  to  leading  CAD  software 
packages,  including  Computervision's  CADDS5,  Dassault  Systemes' 
CA  TLA,  EDS'  Unigraphics,  Matra  Datavision's  Euclid-IS,  and 
Parametric  Technology's  Pro/ENGINEER. 

• For  test,  PDA  has  partnered  with  LMS  International  to  jointly 
develop  an  interface  to  LMS'  CADA-X  test  analysis  software. 

As  the  result  of  various  third-party  relationships,  PDA 

markets/distributes  the  following  PATRAN  application  modules: 
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• P3/FATIGUE™,  released  in  November  1990,  is  an  analysis  package 
that  predicts  fatigue  and  life  durability  for  products  in  development. 
The  product  is  the  result  of  a development  and  license  relationship 
with  nCode  International  (Sheffield,  England). 

• P3/ADVANCED  FEA™  is  an  advanced  analysis  product  jointly 
developed  with  Hibbitt,  Karlsson  & Sorensen. 

• P3/CFD™  is  a finite  element-based  computational  fluid  dynamics 
product  jointly  developed  with  Computational  Mechanics. 

• P3/ ANIMATION™  is  a separate  post-processing  animation  module 
jointly  developed  with  Intelligent  Light,  Inc. 

M/VISION™,  introduced  in  September  1990,  is  a materials  software 
system  that  provides  for  the  visualization,  selection,  and  data 
integration  of  materials  information.  The  system  provides  for  use  of 
data  from  materials  data  bases  that  may  be  acquired  as  part  of  the 
M/ VISION  system,  or  from  a customer's  proprietary  materials  data 
base,  or  both.  M/VISION  products  include  the  following: 

• M/ VISION  Materials  System  Builder™  helps  manufacturers  to 
build  their  own  corporate,  proprietary  materials  data  bases.  From 
reducing  raw  test  data  to  disseminating  approved  materials  data 
throughout  the  organization,  this  system  is  designed  specifically  for 
materials  data. 

• M/VISION  Materials  Evaluator™  is  a materials  selection  tool 
providing  enterprise-wide  access  to  any  M/ VISION  materials  data 
base.  Incorporating  all  the  graphic,  image,  and  data  manipulation 
features  of  System  Builder,  Materials  Evaluator  helps  manufacturers 
choose  and  use  new  materials. 

• The  M/VISION  system  offers  three  on-line  data  bases  that  may  be 
incorporated  as  part  of  the  M/ VISION  system,  including: 

- MIL-HDBK-5-Metals 

- MIL-HDBK-17-Fiberglass 

- PMC-90- Advanced  structural  composites 

- Producer-supplied  data  bases  for  metals,  plastics, 
ceramics,  and  composites 

Through  the  PDA  Institute  of  Technology,  PDA  provides  classroom 
and  video  professional  education  courses  for  engineers  using  PDA's 
PATRAN  software. 
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Industry  Markets  Although  the  greatest  number  of  users  of  the  PATRAN  system  are  in 

the  aerospace  and  automotive  industries,  the  system  is  also  used  by 
government  agencies,  utilities,  petroleum  producers,  and  manufacturers 
of  electronic  devices,  consumer  products,  industrial  equipment,  and 
other  products. 

Software  Products  revenues  from  the  U.S.  government  and  its  agencies 
were  $1.9  million,  $1.3  million,  and  $1.2  million  for  fiscal  1992,  1991, 
and  1990,  respectively. 

PDA  also  markets  its  software  to  major  universities  at  substantially 
reduced  fees. 


Geographic  Approximately  61%  of  PDA's  fiscal  1992  software  product  revenue  was 

Markets  derived  from  the  U.S.  and  39%  from  international  sources.  A three- 

year  geographic  source  of  Software  Product  segment  revenue  follows: 


PDA  ENGINEERING  SOFTWARE  PRODUCT  SEGMENT 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/92 

6/91 

6/90 

U.S. 

$20.9 

61% 

$17.8 

60% 

$14.7 

63% 

International 

13.3 

39% 

11.9 

40% 

8.6 

37% 

TOTAL 

$34.2 

100% 

29.7 

100% 

$23.3 

100% 

PDA  markets  its  software  through  domestic  and  international  direct 
sales,  as  well  as  through  international  distributors. 

• Domestic  and  regional  sales  are  conducted  through  regional  and 
local  offices  in  Costa  Mesa  and  San  Jose  (CA),  Atlanta  (GA), 
Bellevue  (WA),  Burlington  (MA),  Dallas  (TX),  Dayton  (OH), 
Huntsville  (AL),  Philadelphia  (PA),  Reston  (VA),  Rolling  Meadows 
(IL),  and  Troy  (MI). 

• International  direct  sales  are  conducted  through  subsidiaries  located 
in  England,  Germany,  France,  Italy,  and  the  Netherlands.  PDA  also 
has  a support  office  in  Japan  (Nippon  PDA  Engineering  K.K.)  that 
opened  during  the  first  quarter  of  fiscal  1993. 

PDA  Engineering  also  has  international  distributors  in  Japan, 
Australia/New  Zealand,  Taiwan,  Korea,  Israel,  and  India. 
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Pentamation  Enterprises,  Inc. 


Chairman 

& President:  Jeffrey  P.  Feather 

One  Bethlehem  Plaza 
Bethlehem,  PA  18018 
Phone:  (215)691-3616 

Fax:  (215)691-1487 


Status:  Private 

Employees:  160 

Revenue:  $ 20,000,000 

Fiscal  Year  End:  9/30/94 


Company  Description 

Pentamation  Enterprises,  founded  in  1970, 
provides  application  software  products  and 
professional  services  to  kindergarten  through 
high  school  educational  institutions  and  state 
and  local  government. 

Structure  and  Operations 

Pentamation  Enterprises  is  organized  into  three 
divisions  as  follows: 

• The  Educational  Services  Division  markets  a 
family  of  4GL  UNIX-based  application 


software  to  K-12  educational  institutions. 
The  division  has  approximately  60 
employees. 

• The  Government  Services  Division  also 

. provides  application  software  in  the  form  of 
4GL  UNIX-based  packages  to  the  local 
government  market.  This  division  employs 
approximately  40  people. 

• The  Computer  Engineering  Division 
provides  clients  with  professional/systems 
integration  services,  primarily  to  education, 
local  government  and  other  industries.  This 
division  has  approximately  45  employees. 

Pentamation  has  offices  in  Bethlehem, 

Lancaster  and  Pittsburgh  (PA);  Sparks  (MD); 

and  Norfolk  (VA). 
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Financials 

Pentamation’s  fiscal  1994  revenue  reached 
approximately  $20  million. 

Market  Financials 

Pentamation’s  revenue  is  primarily  derived 
from  the  K-12  education  and  state  and  local 
local  government  markets. 

Geographic  Markets 

One  hundred  percent  of  Pentamation’s  revenue 
is  derived  from  the  U.S. 

Key  Products  and  Services 

The  Educational  Services  Division  markets 
THE  OPEN  SERIES  of  products,  a UNIX, 
4GL  Informix-based  application  software 
product  for  school  district  administration  of 
financial  and  student  data  processing  centers. 

• Applications  available  in  THE  OPEN 
SERIES  include  the  following: 

- The  Student  Management  System  contains 
registration,  scheduling,  report  cards, 
transcripts  and  daily  and  subject  or  period 
attendance.  The  Student  Management 
System  complies  with  state  and  federal 
government  requirements  for  student 
recordkeeping  and  reporting. 

- The  Financial  Management  System 
supports  accounting,  personnel,  payroll, 
fixed  assets  and  warehouse  inventory.  A 
security  system  allows  access  only  to 
authorized  personnel. 

• THE  OPEN  SERIES  is  modularized  and 
allows  clients  to  purchase  the  complete 
package  or  just  the  applications  they  require. 

The  Government  Services  Division  offers  THE 
OPEN  SERIES  family  of  UNIX,  4GL 
Informix-based  application  software  products 


to  local  governments.  Functions  supported 
include: 

• Fund  accounting 

• Human  resources 

• Fixed  assets 

• Purchase  orders 

• Budget  accounting 

• Utility  billing 

• Investment  management 

• Vehicle  management 

• Tax  billing  and  collections 

The  Computer  Engineering  Division  (CED), 
founded  in  1970,  provides 
professional/systems  integration  services 
primarily  to  educational  institutions  and  local 
government.  Services  include  the  following: 

• Current  systems  assessments  and  audits, 
configuration  review  and  analysis  and  site 
survey  and  planning 

• Quality  assurance,  which  evaluates  the 
system  at  Pentamation  before  allowing 
installation  at  the  client  site 

• Procurement  and  installation  of  hardware 
and  software 

• Support  services,  including  technical 
consulting,  staff  recruiting  and  client 
training,  taking  place  at  either  the  client  site 
or  at  Pentamation’s  Education  Center  in 
Bethlehem  (PA) 

• Network  management  and  consulting, 
consisting  of  network  analysis,  project 
management  and  ongoing  network 
management  services 

• Development  of  systems  software  enabling 
all  components  to  work  within  the  current 
operating  system  release 

Pentamation  Enterprises,  Inc. 

October  1994 
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• CED  personnel  integrate  customized 
versions  of  the  software  produced  by  the 
two  other  divisions  as  a Total  Systems 
Solution  product  for  education  and  local 
government  clients. 

Competitors 

Pentamation’s  primary  competitors  are 
American  Management  Systems,  Systems  & 
Computer  Technology,  Bi-Tech  and  MUNIS. 


Pentamation  Enterprises,  Inc. 
October  1994 
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PeopleSoft,  Inc. 


President,  Chairman, 

Founders  CEO:  David  A.  Duffield 

4440  Rosewood  Drive 
Pleasanton,  CA  94588-3031 
Phone:  (510)  225  3000 

Fax:  (510)  225-3100 

Internet:  http://www.peoplesoft.com 


Status:  Public 

Employees:  1,900  (9/96) 

Revenue:  $227,568,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• PeopleSoft  is  a leading  supplier  of 
client/server  business  software. 

• PeopleSoft  has  achieved  an  average  growth 
rate  in  excess  of  100%  over  the  last  five 
years.  Revenue  for  1995  reached  $227.6 
million,  a 102%  increase  over  1994. 

• In  September  1996,  PeopleSoft  announced 
plans  to  merge  with  Red  Pepper  Software,  a 
provider  of  manufacturing  and  supply  chain 
optimization  solutions. 


• In  June  1996,  PeopleSoft  unveiled  its 
electronic  commerce  strategy  to  extend 
PeopleSoft  enterprise  applications  through 
the  World  Wide  Web,  the  Internet,  and 
electronic  data  interchange  (EDI)  to  address 
consumer-to-business,  business-to-business, 
and  intranet  solutions. 

• In  May  1996,  PeopleSoft  released  PeopleSoft 
for  Manufacturing,  the  company’s 
integrated,  enterprise  software  solution  for 
manufacturing  companies. 

• By  year-end,  PeopleSoft  intends  to  deliver 
Release  6 of  its  client/server  enterprise 
solutions,  which  will  incorporate  new 
applications  as  well  as  technology  initiatives 
in  the  areas  of  distributed  applications  and 
intranet  support. 
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Company  Description 

PeopleSoft,  founded  in  1987,  designs, 
develops,  markets,  and  supports  client/server 
enterprise  applications  for  accounting, 
materials  management,  distribution, 
manufacturing,  and  human  resources 
management  for  medium  to  large-sized 
organizations  worldwide. 

• The  PeopleSoft  product  family  includes 
PeopleSoft  Financials,  PeopleSoft 
Distribution,  PeopleSoft  Manufacturing,  and 
PeopleSoft  HRMS  integrated  suites  of 
client/server  business  applications,  and 
PeopleTools,  a complete  set  of  client/server 
tools  for  application  development  and 
reporting. 

• The  company  also  offers  vertical  solutions 
for  the  federal  government,  state  and  local 
government  (public  sector),  education,  and 
the  financial  services  and  health  care 
industries. 

• All  PeopleSoft  products  are  based  on  the 
Windows  graphic  user  interface  (GUI)  and 
support  a choice  of  relational  database 
management  systems  running  on 
mainframe,  minicomputer,  or  LAN  server 
platforms. 

Organization  and  Structure 

PeopleSoft’s  corporate  headquarters  and 
development  and  technical  support  center  is 
in  Pleasanton  (CA). 

In  the  U.S.,  the  company  has  sales,  marketing 
and  customer  service  offices  in  the 
metropolitan  areas  of  Atlanta  (GA);  Bethesda 
(MD);  Boston  (MA);  Chicago  (IL);  Columbus 
(OH);  Coral  Gables  (FL);  Dallas  (TX); 
Indianapolis  (IN);  Irvine,  Sacramento,  and 
Walnut  Creek  (CA);  Minneapolis  (MN); 
Pittsburgh  (PA);  and  Teaneck  (NJ). 


In  July  1996,  as  part  of  its  global  expansion 
strategy,  PeopleSoft  established  a European 
corporate  headquarters  at  its  new  facility  in 
Munich  (Germany)  in  order  to  offer  pan- 
European  and  global  multinational  customers 
a single  point  of  contact  in  Europe  for  both 
presales  consulting  and  customer  support 
services.  Non-multinational  customers  are 
served  by  local  support  services  offices  in 
Munich,  Amsterdam  (the  Netherlands),  Paris 
(France),  Madrid  (Spain),  and  Reading  (U.K.) 

Other  international  sales,  marketing  and 
customer  support  offices  are  in  Montreal, 
Ottawa,  Vancouver,  and  Toronto  (Canada); 
Mexico  City  (Mexico);  Buenos  Aires 
(Argentina);  Melbourne  and  Sydney 
(Australia);  and  Singapore. 

PeopleSoft  distributors  are  in  Brazil,  India, 
Malaysia,  the  Philippines,  South  Africa, 

Spain,  and  Thailand. 

PeopleSoft  Federal,  based  in  Bethesda  (MD), 
is  a division  formed  in  July  1995  that  provides 
PeopleSoft  HRMS  to  the  federal  market. 

Company  Strategy 

PeopleSoft’s  mission  is  to  be  the  market 
leader  in  client/server  business  applications 
software. 

The  company  believes  organizations  need  to 
constantly  rethink  who  they  are  and  how  they 
develop  products  to  best  serve  their 
customers.  To  help  enterprises  succeed, 
PeopleSoft  follows  four  principles: 

• Build  products  for  people,  products  that  are 
user-friendly 

• Design  for  change,  products  that  help 
manage  constant  change 
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• Team  with  customers,  with  42%  of 
PeopleSoft’s  work  force  dedicated  to 
customer  service 

• Focus  on  the  enterprise,  combining 
functional  and  technological  innovation  to 
deliver  a comprehensive  suite  of  products. 
PeopleSoft  solutions  are  business  process- 
oriented,  global,  and  scalable. 

Elements  of  the  company’s  strategy  include: 

• Supporting  new  and  emerging  technology 
standards  as  they  are  embraced 

• Expanding  its  product  line,  including 
additional  modules  to  its  existing  product 
families,  as  well  as  developing  products  for 
certain  vertical  markets,  including  the 
public  sector  and  higher  education 

• Increasing  its  international  presence  by 
developing  country-specific  versions  of  its 
products  and  establishing  offices  outside  the 
U.S. 

• Continuing  to  focus  on  customer  service 

• Enhancing  distribution  channels  through 
expansion  of  sales  personnel  and  sales 
offices  and  forming  relationships  with 
RDBMS  vendors,  hardware  vendors,  and 
certain  consulting  firms. 

In  June  1996,  PeopleSoft  announced  its 

electronic  commerce  strategy  to  extend 

PeopleSoft  enterprise  applications  through 

the  World  Wide  Web,  the  Internet,  and  EDI. 

• To  improve  consumer  and  employee  access 
to  PeopleSoft  applications  via  the  Internet, 
PeopleSoft  is  extending  its  partner  program 


to  integrate  third-party  tools  from  OneWave 
(formerly  Business@Web)  and  Spider 
Technologies.  Using  these  tools, 
organizations  can  build  custom  interfaces  to 
PeopleSoft  applications. 

• In  the  long-term,  PeopleSoft  will  provide  a 
Web-based  client  interface  with  all  of  its 
enterprise  applications.  For  example, 
PeopleSoft  is  working  with  existing  partners 
such  as  Sun  Microsystems  to  enable 
development  of  Web-based  client  interfaces 
for  PeopleSoft  applications  using  the  Java 
platform. 

• To  address  business-to-business  electronic 
commerce  requirements,  PeopleSoft  is 
developing  an  EDI  architecture  to  allow 
customers  to  easily  set  up  EDI  transactions 
for  business-to-business  transactions  and 
has  partnered  with  commercial  transaction 
software  and  services  vendors  including 
AMT  Inc.,  Premenos,  Sterling  Commerce, 
and  The  EC  Company. 

In  April  1996,  PeopleSoft  outlined  an  on-line 
analytical  processing  (OLAP)  strategy  that 
addresses  desktop,  data  mart,  and  data 
warehousing  solutions  and  includes  planned 
integration  with  leading  OLAP  technology 
software  vendors,  including  Cognos,  Business 
Objects,  Arbor  Software,  and  Platinum 
Technology. 

Financials 

PeopleSoft’s  1995  revenue  reached  $227.6 
million,  a 102%  increase  over  1994  revenue  of 
$112.9  million.  Net  income  rose  from  $14.5 
million  in  1994  to  $29.4  million  in  1995. 

A five-year  financial  summary  is  shown  on  the 
following  page. 
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PeopleSoft,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$227.6 

$112.9 

$58.2 

$31.6 

$17.1 

• Percent  change  from 
previous  year 

102% 

94% 

84% 

85% 

180% 

Income  before  taxes 

$48.9 

$23.9 

$13.7 

$8.1 

$3.1 

• Percent  change  from 
previous  year 

105% 

74% 

69% 

165% 

608% 

Net  income 

$29.4 

$14.5 

$8.4 

$4.8 

$1.9 

• Percent  change  from 
previous  year 

103% 

73% 

74% 

154% 

353% 

Earnings  per  share  (a) 

$0.54 

$0.28 

$0.17 

$0.12 

$0.05 

• Percent  change  from 
previous  year 

93% 

65% 

42% 

140% 

N/A 

(a)  Restated  to  reflect  a 2-for-1  stock  split  in  November  1995. 


PeopleSoft  management  attributes  1995 
results  to  the  following: 

• License  fees  increased  96%  due  to  increased 
market  acceptance  of  and  breadth  of  the 
company’s  products  and  to  increased 
capacity  created  by  the  growth  in  sales, 
marketing,  and  customer  service 
organizations. 

- License  fees  from  PeopleSoft  HRMS  rose 
from  $50.8  million  in  1994  to  $83.5  million 
in  1995. 

- License  fees  from  PeopleSoft  Financials 
rose  from  $13.6  million  in  1994  to  more 
than  $47  million  in  1995. 

- Sales  to  health  care  customers  increased 
125%  over  1994. 

• Revenues  from  services  rose  110%  during 
1995  as  compared  with  a 116%  increase 


during  1994.  This  growth  was  attributed  to 
increases  in  the  installed  base  of  customers 
receiving  ongoing  maintenance,  training, 
and  support  services  and  increases  in 
PeopleSoft’s  professional  services  consulting 
staff  and  related  consulting  revenue. 

Total  research  and  development  expenses 
were  approximately  $35.9  million  (16%  of 
revenue)  in  1995,  $14.5  million  (13%  of 
revenue)  in  1994,  and  $8.3  million  (14%  of 
revenue)  in  1993. 

Revenue  Analysis  by  Product  / Service 

Approximately  65%  of  1995  revenue  was 
derived  from  software  license  fees  and  the 
remaining  35%  from  maintenance,  training, 
support,  and  consulting  services. 

A three-year  summary  of  source  of  revenue  by 
product/service  is  shown  on  the  following 
page. 
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PeopleSoft,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

License  fees 

$134.6 

65% 

$68.6 

61% 

$37.7 

65% 

Services 

93.0 

35% 

44.3 

39% 

20.5 

35% 

Total 

$227.6 

100% 

$112.9 

100% 

$58.2 

100% 

License  revenue  from  PeopleSoft  HRMS 
products  was  62%,  77%,  and  74%  of  total 
license  revenue  for  1995,  1994,  and  1993, 
respectively.  License  revenue  from  PeopleSoft 
Financials  and  PeopleSoft  Distribution  was 
approximately  35%,  20%,  and  19%  of  total 
license  revenue  for  1995,  1994,  and  1993, 
respectively. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1996  reached  $18.9  million,  a 98%  increase 
over  $91.5  million  for  the  same  period  a year 
ago.  Net  income  rose  101%,  from  $10.7 
million  to  more  than  $21.5  million. 

Market  Financials 

PeopleSoft’s  cross-industry  products  are 
marketed  primarily  to  large  and  medium- 


sized organizations,  including  the  Fortune 
1000. 

PeopleSoft  has  more  than  1,300  customers 
worldwide  in  the  manufacturing, 
transportation,  technology,  financial  services, 
health  care,  pharmaceutical,  utility, 
transportation,  education,  and  government 
sectors,  including  75  who  have  implemented 
or  are  in  the  process  of  implementing 
PeopleSoft  HRMS  on  a global  basis. 

Geographic  Markets 

Approximately  84%  of  PeopleSoft’s  1995 
revenue  was  derived  from  the  U.S.  and  16% 
from  international  sources.  A three-year 
summary  is  shown  below. 


PeopleSoft,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

U.S. 

$191.5 

84% 

$99.7 

88% 

$53.0 

91% 

International 

36.1 

16% 

13.2 

12% 

5.2 

9% 

Total 

$227.6 

100% 

$112.9 

100% 

$58.2 

100% 
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Through  1995,  the  majority  of  international 
revenue  has  come  from  Canada  and  sales  to 
customers  in  Europe  and  Asia  has  not  been 
significant.  PeopleSoft  continues  to 
increase  its  direct  sales  and  support  efforts 
in  those  areas. 

Acquisitions 

In  September  1996,  PeopleSoft  and  Red 
Pepper  Software  of  San  Mateo  (CA) 
announced  a definitive  agreement  to  merge. 

• PeopleSoft  will  issue  2.975  million  shares 
of  its  common  stock  to  acquire  all  of  the 
outstanding  shares  of  Red  Pepper.  The 
transaction  will  be  accounted  for  as  a 
pooling  of  interests. 

• PeopleSoft  and  Red  Pepper  have  had  a 
technology  licensing  and  distribution 
agreement  since  June  1995. 

• Red  Pepper  develops  real-time  supply 
chain  optimization  and  sales  order 
solutions.  Its  ResponseAgent®  products 
are  designed  to  complement  and  integrate 
with  existing  transaction  systems. 

• Red  Pepper  customers  include  Sun 
Microsystems,  Coors  Brewing,  Texas 
Instruments,  3Com,  Bausch  & Lomb,  and 
Hewlett-Packard. 

• The  acquisition  affirms  PeopleSoft’s 
position  in  the  enterprise  resource 
planning  (ERP)  marketplace  and 
demonstrates  its  commitment  to  deliver 
tightly  integrated  enterprise  solutions. 

• Red  Pepper  will  continue  to  operate  as  an 
independent  business  unit  of  PeopleSoft 
providing  planning  and  optimization 
solutions  that  integrate  with  legacy 
transaction  systems  and  client/server 
offerings  from  other  vendors  such  as  SAP, 
Oracle,  and  Baan. 


In  the  second  quarter  of  1996,  PeopleSoft 
acquired  the  assets  and  operations  of 
InfoSoft  S.A.,  previously  a PeopleSoft 
distributor  for  Spain  and  Portugal. 

Effective  July  1,  1996,  PeopleSoft  Iberica 
formally  opened  for  business  in  Madrid, 
providing  direct  sales  and  support  activities 
in  the  Mediterranean  region. 

Employees 

As  of  December  31,  1995,  PeopleSoft  had 
1,341  employees.  The  company  dedicates 
over  42%  of  its  staff  to  handle  customer 
service  in  areas  of  account  management, 
product  support,  professional  services, 
education  services,  and  communication 
services. 

Employees  are  segmented  as  follows: 


Sales  and  marketing 374 

Product  development 261 

Customer  services 567 

Administration 139 


1,341 

The  company  currently  has  approximately 
1,900  employees. 

Key  Products  and  Services 

PeopleSoft’s  products  were  designed 
specifically  for  client/server  environments, 
are  integrated  with  Microsoft  Windows, 
include  an  advanced  GUI,  support  a variety 
of  popular  RDBMSs  and  work  with 
PeopleSoft’s  integrated  application 
development  toolset — PeopleTools. 

PeopleSoft’s  products  operate  on  a range  of 
hardware  platforms,  including  IBM 
mainframes,  UNIX-based  minicomputers 
from  Digital,  HP,  IBM,  Sequent  Computer 
Systems,  Sun  Microsystems  and  others, 
and  PCs  operating  on  LANs. 
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PeopleSoft’s  products  can  be  licensed  with 
the  following  RDBMSs  and  run  on  the 
indicated  operating  systems: 

• Gupta’s  SQLBase  (OS/2  and  NT) 

• Microsoft’s  SQL  Server  (OS/2) 

• Sybase’s  SQL  Server  (VMS,  AIX,  HP-UX, 
Sun  OS) 

• IBM’s  DB2  (MVS)  using  connectivity 
products  from  either  Gupta  or  Oracle 

• Oracle’s  ORACLE  (VMS  and  more  than 
15  versions  of  UNIX) 

• Informix’  INFORMIX-OnLine  Dynamic 
Server  (AIX,  HP-UX) 

• IBM’s  DB2/400  (OS/400) 

• Microsoft’s  SQL  Server  6 (NT) 

• Sybase’s  System  1 1 (various  UNIX 
versions) 

Human  Resource  Management  Systems 

PeopleSoft  HRMS  is  a family  of  fully 
integrated  human  resource  management 
system  products  available  in  U.S.  and 
Canadian  versions.  Release  6,  which 
incorporates  pension  administration  and 
time  and  labor  applications,  was  announced 
in  September  1996  and  will  be  available  at 
the  end  of  this  year. 

PeopleSoft  HRMS  modules  include  the 
following: 

• PeopleSoft  Human  Resources — This  base 
human  resources  module  provides 
support  for  the  human  resource  function, 
including  personnel  administration 
(employee  biographical  information  and 
recordkeeping),  recruitment,  position 
management,  training  and  development, 


health  and  safety,  skills  inventory,  career 
planning,  affirmative  action  planning, 
COBRA  administration,  and  EEO 
reporting. 

• PeopleSoft  Benefits  Administration — 
Provides  the  capabilities  required  to 
support  daily  benefits  administration 
activities  and  compliance  with 
government  regulations.  It  supports 
flexible  and  nonflexible  benefits  programs 
that  require  complex  eligibility  checking, 
open  enrollment  processing,  and  other 
automatic  enrollment  processing 
capabilities. 

• PeopleSoft  FSA  Administration — This 
flexible  spending  account  administration 
(FSA)  module  provides  a flexible  benefits 
software  solution  for  companies  offering 
cafeteria  benefits  plans. 

• PeopleSoft  Payroll — This  module  provides 
a full  in-house  payroll  administration  and 
production  facility  and  handles  payroll 
calculations,  check  printing,  tax  reporting 
and  deduction,  and  benefit  calculations 
and  has  audit  trail  and  reporting 
capabilities. 

• PeopleSoft  Payroll  Interface — This  module 
provides  an  interface  between  PeopleSoft 
HRMS  data  and  third  party  payroll 
systems  for  those  companies  that  use 
their  own  payroll  system  or  a payroll 
service  bureau. 

• PeopleSoft  Time  and  Labor — This  module 
provides  a single,  consistent,  auditable 
repository  of  time-related  information.  It 
establishes  tables  and  rules,  scheduling, 
reporting  time,  prior  period  adjustments, 
updates  to  paysheets,  labor  distribution, 
and  attendance  reporting. 

• PeopleSoft  Pension  Administration — This 
module  automates  pension 
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administration  functions  including  data 
storage,  benefit  calculations  and 
estimates,  employee  communications, 
flexible  system  design,  retiree 
administration  and  reporting,  and  data 
extraction. 

In  addition  to  the  above  software  modules, 
PeopleSoft  offers  third-party  software 
products,  including  a resume  reader  from 
Restrac,  tax  reporting  and  filing  from 
Federal  Liaison  Services,  and  interactive 
voice  processing  of  benefit,  time,  and 
personal  payroll-related  information  from 
TALX  Corporation. 

Financial  Management  Systems 

PeopleSoft  Financials  is  a family  of  fully 
integrated  products  that  include  certain 
international  and  public  sector 
functionality.  Release  6 is  scheduled  to  be 
released  by  the  end  of  1996.  PeopleSoft 
Financials  includes  the  following  modules: 

• PeopleSoft  General  Ledger — This  module 
provides  financial  analysis,  flexible 
management  reporting,  general  ledger 
accounting,  and  consolidation. 

• PeopleSoft  Receivables — This  module 
manages  payments  owed  to  the 
organization  and  features  automatic 
assessment  of  a customer’s  payment 
habits,  generation  of  dunning  letters, 
value  added  tax  (VAT)  processing, 
automatic  tape  lock  box  processing  for 
electronic  processing  of  high-volume 
transactions,  and  cash  position 
projections. 

• PeopleSoft  Payables — This  module 
provides  payable  and  cash  management 
functions.  It  supports  multiple 
currencies,  flexible  payment  policies,  VAT 
processing,  recurring  vendor  contracts, 
express  checks,  workflow  approval  for 


vouchers,  and  cash  requirements  analysis 
and  planning. 

• PeopleSoft  Asset  Management — This 
module  manages  the  acquisition, 
maintenance,  transfer,  depreciation,  and 
retirement  of  fixed  assets  and  tax 
compliance. 

• PeopleSoft  Projects — This  module 
integrates  operational  and  financial 
functions,  allowing  users  to  perform  tasks 
ranging  from  managing  complex  capital 
projects  to  calculating  revenue  for  billable 
projects. 

• PeopleSoft  Billing — This  module  manages 
billing  and  adjustments,  processes  sales 
taxes,  generates  invoices,  and  creates 
account  distributions. 

• PeopleSoft  Budgets — In  beta  testing,  this 
module  integrates  all  aspects  of  the 
budgeting  processes,  combining 
spreadsheets,  workflow  processing,  and 
PeopleSoft  reporting  and  query  tools  into 
a centralized  budgeting  solution. 

PeopleSoft  Distribution 

PeopleSoft  Distribution  is  a family  of  fully 

integrated  distribution  system  products. 

Release  6 is  scheduled  for  release  by  the 

end  of  1996.  Modules  include  the  following: 

• PeopleSoft  Purchasing — This  module 
automates  requisitioning,  purchasing, 
and  receiving  of  raw  materials,  supplies, 
services,  products,  and  assets. 

• PeopleSoft  Inventory — This  module 
provides  the  ability  to  store  and  issue 
stock  in  response  to  changing  demands, 
track  the  movement  of  stock,  and 
automatically  replenish  stock  as  needed. 

• PeopleSoft  Order  Management — In  beta 
release,  this  module  handles  the  complete 
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range  of  order  processing  requirements 
and  features  on-line  order  entry, 
alternative  order  entry  methods, 
workflow,  EDI,  electronic  forms, 
multimedia  attachments,  on-line  ATP, 
quotation  processing,  alternate  product 
lists,  flexible  pricing  and  commissions, 
and  contract  management. 

• PeopleSoft  DRP — provides  real-time 
aggregate  planning  and  scheduling, 
product  availability  analysis,  user-defined 
constraints  that  support  dynamic 
business  environments  and  “what-if  ” 
modeling.  Real-time  manufacturing, 
scheduling,  and  optimization  technology 
has  been  licensed  from  Red  Pepper 
Software  Company  and  is  embedded  in 
this  application. 

• PeopleSoft  Enterprise  Planning — This 
module,  in  initial  release  and  scheduled 
for  general  availability  at  the  end  of  1996, 
simulates  multiple  schedules  using  a 
graphical  planner  workbench;  plans 
material  requirements  using  net  change 
information;  and  tracks  production  levels 
and  highlights  resources  that  are  beyond 
stated  capacities.  Real-time  planning  and 
optimization  functions  are  supported  by 
ResponseAgent  embedded  software  from 
Red  Pepper  Software. 

• PeopleSoft  Product  Configurator — This 
module,  scheduled  for  availability  at  the 
end  of  1996,  is  a rules-based  system  that 
enables  make-,  assemble-,  and  configure- 
to-order  companies  to  define  the 
characteristics  of  a product  in  real-time 
and  determine  if,  when,  and  how  to 
produce  each  particular  product. 

PeopleSoft  Manufacturing 

This  product  line,  initially  released  in  May 

1996,  supports  the  critical  planning, 

processing,  and  reporting  requirements  of 


complex,  discrete  manufacturing 

enterprises. 

PeopleSoft  Manufacturing  modules  include 

the  following: 

• PeopleSoft  Engineering — This  module 
provides  the  functionality  required  to 
manage  engineering  designs  including 
bills  of  material,  routings  and  costs, 
prototypes,  cost  simulations,  the  transfer 
of  designs  to  production,  and  engineering 
change  orders. 

• PeopleSoft  Bills  and  Routings — This 
module  provides  revision  control, 
component  yield,  and  operation  overlap  to 
maintain  complex  bills  of  material, 
resources,  work  centers,  jobs,  and 
routings. 

• PeopleSoft  Production  Planning — This 
module  combines  master  scheduling, 
material  requirements  planning,  and 
capacity  planning  into  one,  embedded, 
real-time  advanced  planning  and 
scheduling  system  for  plant-level 
procurement  and  production.  Real-time 
planning  and  optimization  functions  are 
supported  by  ResponseAgent  embedded 
software  from  Red  Pepper  Software. 

• PeopleSoft  Production  Management — This 
is  a shop  floor  control  application  for 
managing,  transacting,  and  costing  all 
material,  machine,  and  labor 
requirements,  scheduling  and  dispatching 
production  by  work  center  to  the  minute, 
and  tracking  production  orders.  It 
supports  discrete,  repetitive,  assemble-to- 
order,  and  work  orderless  environments. 

• PeopleSoft  Cost  Management — This 
module  manages  costs  throughout  the 
supply  chain  via  a flexible  costing  model 
to  accommodate  regional  differences  in 
procurement  costs;  transaction 
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accounting;  and  operations  performance 
measurement  for  detailed  price  and 
manufacturing  variance  reporting. 

Vertical  Solutions 

PeopleSoft  has  extended  its  applications  to 
serve  certain  vertical  markets. 

PeopleSoft  Financials  for  the  Public 
Sector — This  product  was  introduced  in 
January  1995  and  is  a version  of  PeopleSoft 
Financials  specially  designed  for  public 
sector  organizations,  including  provincial, 
state,  and  local  governments,  and  nonprofit 
organizations.  It  was  developed  jointly 
with  Andersen  Consulting  and  helps  public 
sector  organizations  to  control,  monitor, 
administer,  and  report  on  financial 
information. 

PeopleSoft  HRMS  for  Federal 
Government — is  a version  of  PeopleSoft 
HRMS  tailored  to  meet  federal 
requirements.  The  first  module,  Federal 
Human  Resources,  is  now  available  for 
ORACLE,  INFORMIX,  and  SQLBase 
database  platforms.  Benefits 
Administration  is  scheduled  for  release  in 
late  1996.  PeopleSoft  Financials  is  also 
offered  to  the  U.S.  federal  market. 

PeopleSoft  for  Financial  Services — There  is 
a dedicated  team  of  sales,  service  staff,  and 
business  partners  specialized  in  delivering 
PeopleSoft  products  and  their  extensions  to 
the  financial  services  industry.  These 
extensions  include  flexible  business 
modeling,  multiple  business  views,  complex 
allocations  and  consolidations,  and 
multicurrency  and  average  daily  balance 
functionality. 

PeopleSoft  for  Healthcare — PeopleSoft 
products  that  serve  hospitals,  medical 
centers,  and  other  health  care 


organizations  include  accounting,  materials 
management,  and  HRMS  applications. 

PeopleSoft  for  Higher  Education — Products 
offered  to  the  higher  education  market 
include  PeopleSoft  HRMS,  PeopleSoft 
Financials,  and  the  PeopleSoft  Student 
Administration  System(SAS).  PeopleSoft 
SAS  is  a client/server  student  service 
administration  system  for  colleges  and 
universities  that  includes  six  applications: 
Student  Records,  Academic  Advisement, 
Admissions,  Financial  Aid,  Student 
Financials,  and  Campus  Community. 

Application  Development  Tools 
PeopleSoft  includes  PeopleTools  with  each 
PeopleSoft  application  software  product 
licensed. 

PeopleTools  application  development  tools 
for  rapid  design  and  prototyping  custom 
modifications  include  the  following: 

• Data  Designer — used  to  build  new  table 
definitions;  to  add,  drop  or  modify  fields 
in  existing  tables;  and  to  facilitate  field 
editing 

• Panel  Design — used  to  build  or  modify 
GUI-based  query  and  data  entry  screens 

• Menu  Designer — used  to  build  or  modify 
application  windows  and  pull-down 
menus  in  a GUI  environment 

• Help  Designer — used  to  create  or  modify 
on-line  help  text,  including  field  and 
panel  level  help,  corporate  procedures, 
and  user  procedures 

• PeopleSoft  Workflow — a suite  of  tools  that 
extends  the  range  of  business  tasks  that 
can  be  automated.  Features  included  are 
workflow  designer,  workflow  processor, 
application  workflow,  workflow  API, 
workflow  administrator,  work  lists, 
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message  agent,  application  agents,  and 
database  agents. 

• Application  Reviewer — works  as  a 
debugger  to  help  identify  and  resolve 
system  problems  before  going  into 
production. 

Tools  used  to  improve  the  efficiency  of 

implementing,  operating,  and  upgrading 

PeopleSoft’s  applications  include  the 

following: 

• Application  Distributor — stores 
application  objects  in  relational  databases 
and  makes  them  available  to  distributed 
clients 

• Application  Processor — builds  panels 
from  stored  application  objects 

• Application  Installer — automates  the 
application  installation  process  in  various 
client/server  network  environments  to 
ease  navigation  through  hardware, 
database,  and  connectivity  variables 

• Operator  Security — controls  the  scope  and 
level  of  data  accessibility  provided  to 
individuals  and  classes  of  users 

• Object  Security — allows  read  or 
modification  access  to  individual  objects 
and  groups  of  objects,  including  records, 
panels,  menus,  or  tree  structures 

• Import  Manager — speeds  the  loading  of 
data  generated  by  other  systems  into  the 
RDBMS  server  for  access  by  PeopleSoft  s 
application  products 

• Application  Upgrade — facilitates 
customer  upgrades  to  successive  versions 
of  the  application,  while  retaining  all  the 
functionality  and  feature  modifications 
made  by  the  customer 


• Data  Mover — archives  and  retrieves 
archived  data  stored  in  PeopleSoft 
application  databases 

• SQL  Scripter — enables  user  to  execute 
sets  of  SQL  statements  while  logged  on  to 
a PeopleSoft  database 

Tools  for  application  users  to  easily  access, 
summarize,  and  process  information 
include  the  following: 

• PS/nVision — integrates  PeopleSoft 
Financials  modules  with  Microsoft’s  Excel 
in  the  production  of  financial  statements, 
responsibility  reports,  and  other  ad  hoc 
financial  reports  and  analyses 

• Tree  Manager — used  to  build  hierarchical 
relationships  between  different  data 
elements  within  a given  table,  such  as 
among  departments  or  accounts 

• Query — used  to  build  SQL  queries  that 
extract  and  summarize  information  from 
an  application’s  database 

• Query  Link — provides  a PeopleSoft  Query 
interface  to  Crystal  Reports  Pro,  a report 
designer  and  formatter  from  Crystal 
Services 

• Process  Scheduler — streamlines  the 
execution  of  routine  tasks  and  controls 
time-based  events  from  distributed 
clients  by  running,  on  the  client  or  server, 
batch  processes  or  programs  such  as 
journal  creation,  payroll  processing, 
voucher  posting,  and  other  reports 
without  requiring  user  interaction. 

PeopleSoft  also  offers  PeopleTools  to 
PeopleSoft  existing  software  customers  who 
are  interested  in  developing  their  own 
custom,  internal  client/server  business 
applications. 
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Software  Pricing 

License  fees  for  all  PeopleSoft  products  are 
a function  of  the  specific  hardware  and 
RDBMS  configuration,  the  particular 
combination  of  PeopleSoft  modules  chosen, 
and  either  the  employee  population  or 
revenue  of  the  entity  using  the  software. 
These  license  fees  include  one  copy  of  the 
software,  system  and  user  documentation, 
one  year  of  product  maintenance,  a one- 
year  product  warranty,  implementation 
support,  and  software  product  training. 

Services  and  Customer  Support 

PeopleSoft’s  service  and  support  is 
coordinated  by  an  account  manager.  In 
addition  to  managing  the  account 
relationship,  the  account  manager  is 
responsible  for  coordinating  PeopleSoft’s 
installation,  training,  consulting,  and 
support  services. 

Services  available  include  the  following: 

• Customer  Education  and 
Training — PeopleSoft  offers  a 
comprehensive  education  and  training 
program  to  customers  and  third-party 
consultants.  Training  classes  are  offered 
through  training  centers  in  Atlanta  (GA), 
Bethesda  (MD),  Boston  and  Waltham 
(MA),  Chicago  and  Westchester  (IL), 
Dallas  (TX),  Pleasanton  and  Walnut 
Creek  (CA),  and  Toronto  and  Vancouver 
(Canada). 

PeopleSoft  provides  on-site  training  to 
additional  customer  staff  for  a fee  plus 
travel  expenses. 

Fees  for  training  services  are  generally 
priced  at  $450  per  training  unit 
(representing  one  student  day  of 
training). 


• Software  Maintenance  and 
Support — PeopleSoft  provides  24-hour 
hotline  telephone  support  handled  by  a 
computerized  call  tracking  and  problem 
reporting  system.  An  automated  Lotus 
Notes-based  bulletin  board 
(PeopleSoft/Forum),  accessible  through 
the  Internet  or  CompuServe,  provides 
subscribing  customers  with  real-time 
information  on  incidents,  bugs,  and 
resolutions. 

Initial  product  licenses  include  the  first 
year  of  maintenance  support.  Thereafter, 
ongoing  maintenance  contracts  are 
offered  to  customers  and  are  renewable 
on  an  annual  basis.  Annual  maintenance 
fees  are  generally  17%  of  the  then  current 
list  price  of  products  under  license. 

• Consulting  Services — PeopleSoft  offers  a 
variety  of  consulting  services  to  its 
customers,  including  systems  integration, 
strategic  implementation  planning, 
upgrade  implementation,  and  minor 
product  customization.  PeopleSoft  also 
works  with  third-party  consulting  and 
systems  integration  firms  to  provide 
customers  with  installation, 
customization,  and  project  management 
services. 

Clients 

Communications /Information — AT&T, 
Capital  Cities/ABC,  McCaw  Cellular, 

Scripps  Howard,  NYNEX  Telesector 
Resources,  Pacific  Bell,  Times  Mirror, 

Turner  Corporation,  U S WEST,  Warner 
Bros. 

Education — California  State  University  at 
Los  Angeles,  Cornell  University,  Edmonton 
Public  Schools,  Houston  Community 
College,  James  Madison  University, 
MIT/Lincoln  Laboratories,  National 
Academy  of  Sciences,  National  Education 
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Association,  Northern  Arizona  University, 
Northwestern  University,  Ohio  State 
University,  Southern  Methodist  University, 
University  of  British  Columbia,  University 
of  Hawaii,  University  of  Michigan, 
University  of  Oklahoma  Health  Sciences 
Center,  York  University 

Energy — BP  Oil,  British  Columbia  Hydro 
and  Power,  Canadian  Occidental 
Petroleum,  Delmarva  Power  & Light  Co., 
Detroit  Edison  Co.,  Interprovincial  Pipe 
Line,  Los  Angeles  Department  of  Water 
and  Power,  Ontario  Hydro,  Sonat  Offshore, 
Wisconsin  Electric  Power 

Finance  and  Insurance — American  Family 
Insurance  Group,  Banamex,  Bankers  Trust 
New  York  Corp.,  Blue  Cross/Blue 
Shield — New  Jersey,  GE  Capital,  Goldman 
Sachs,  IDS  Financial  Services,  John 
Hancock,  Norwest  Corporation,  NASD, 

New  York  Stock  Exchange,  Swiss  Bank 
Corp.,  The  Equitable,  Transamerica 
Occidental  Life  Insurance  Company 

Federal  Government — Federal  Reserve 
Board  of  Governors,  Library  of  Congress, 
Navy  Exchange  Service  Command, 
Department  of  Energy,  Department  of 
Veterans  Affairs,  Department  of  Justice, 
Tennessee  Valley  Authority,  U.S. 
Enrichment  Corporation 

Other  Government — Canada  Council, 
Canadian  Federal  Government, 
International  Monetary  Fund,  New  Jersey 
Highway  Authority,  State  of  Nevada,  State 
of  New  York,  State  of  Kansas 

Health  Care /Pharmaceutical — Alcon  Labs, 
Baystate  Administrative  Services,  Beth 
Israel  Hospital,  Burroughs  Wellcome  Co., 
Calgary  General  Hospital,  Children’s 
Hospital  of  Wisconsin,  Eli  Lilly  and  Co., 
Integrated  Health  Services,  Engelwood 


Hospital  and  Medical  Center,  Foundation 
Health  Corporation,  Lincoln  Health, 
Partners  HealthCare  System  Inc.,  Pinnacle 
Health  System,  Scott  & White  Memorial 
Hospital,  United  States  Surgical  Corp. 

Manufacturing/ Distribution /Other — ACL 
Inc.,  Alcoa,  Allied  Signal,  Bell  & Howell, 
Black  & Decker,  Boise  Cascade,  Brown  & 
Root,  Continental  Grain  Co.,  Corning, 
Gerber  Products  Co.,  Gillette,  Hill’s  Pet 
Nutrition,  Inc.,  Honda,  Honeywell, 
Mitsubishi  Semiconductor  America, 
NUMMI,  PRC  (Litton),  Promon  Engenharia 
Ltd.,  Quaker  Oats  Co.,  Siemens,  The 
Turner  Corporation,  Whirlpool 

Retail/ Food  Services — Bradlees,  KMart 
Corp.,  KMart,  Pepsi,  Pizza  Hut 
International,  Taco  Bell,  Toys  R Us,  TCG 
International 

Technology — Conner  Peripherals,  Cray 
Research,  Hewlett-Packard  Co.,  Lotus 
Development  Corp.,  Microsoft,  NCR, 
Tandem  Computers 

Transportation — Airborne  Freight  Corp., 
British  Columbia  Transit,  Canadian 
Airlines,  Kansas  City  Southern  Railway 
Co.,  Malaysia  Airlines,  United  Airlines, 
Yellow  Freight  System. 

Marketing  and  Sales 

PeopleSoft  markets  and  licenses  its 
software  products  in  most  major  world 
markets  through  a direct  sales  organization 
based  in  field  sales  offices  located  in  major 
metropolitan  areas  throughout  the  U.S., 
with  international  sales  activities 
coordinated  from  PeopleSoft  offices  in 
Canada,  the  Netherlands,  France,  the  U.K., 
Germany,  Mexico,  Australia,  Argentina, 
and  Singapore. 
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To  augment  its  direct  sales  channel, 
PeopleSoft: 

• Has  authorized  Automatic  Data 
Processing  (ADP)  to  market  certain 
versions  of  its  PeopleSoft  HRMS  products 

• Has  entered  into  a joint  teaming 
agreement  with  Andersen  Consulting  to 
address  the  PeopleSoft  HRMS  and 
PeopleSoft  Financials  requirements  of 
state  and  local  government  agencies 

• Has  entered  into  a systems  integration 
agreement  with  Shared  Medical  Systems 
(SMS)  whereby  SMS  is  a distributor  of 
certain  PeopleSoft  HRMS  and  Financials 
software  products 

The  company’s  business  partnerships  with 
more  than  40  major  hardware,  software, 
and  consulting  firms  deliver  application 
functionality,  relational  databases,  and 
hardware  for  clients  implementing 
client/server  applications. 

In  order  to  meet  the  demands  of  its  growing 
client  base,  PeopleSoft  has  set  up  11 
regional  customer  support  centers 
throughout  the  U.S.,  Canada,  Europe,  and 
Asia/Pacific.  The  company  serves 
customers  in  more  than  25  countries. 

Alliances 

A key  aspect  of  PeopleSoft’s  sales  and 
marketing  strategy  is  to  build  and  maintain 
strong  working  relationships  with 
businesses  that  PeopleSoft  believes  play  an 
important  role  in  the  successful  marketing 
of  its  products. 

PeopleSoft  develops  and  maintains 
partnerships  with  industry-leading 
hardware,  software,  database, 
implementation,  and  technology  vendors  to 


help  its  customers  optimize  PeopleSoft 
solutions. 

A listing  of  vendors  with  which  PeopleSoft 
has  various  agreements  is  summarized  in 
exhibit  on  the  following  page. 

Some  alliances  are  listed  below: 

In  July  1996,  PeopleSoft  and  Price 
Waterhouse  Management  Consulting 
Services  announced  an  alliance  to  jointly 
provide  software  and  consulting  services  to 
the  financial  services  industry. 

• This  alliance  combines  PeopleSoft’s 
enterprise-wide  client/server  financial, 
materials  management,  and  human 
resources  software  with  Price 
Waterhouse’s  industry  knowledge  and 
best  practices  to  offer  solutions 
specifically  tailored  to  the  requirements 
of  financial  services  industry. 

• Both  parties  will  establish  and  staff  a 
Financial  Services  Solutions  Center  in 
New  York. 

• Price  Waterhouse  will  also  participate  in 
PeopleSoft’s  Financial  Services  Advisory 
Board. 

During  the  second  quarter  of  1996, 
PeopleSoft  and  BEA  Systems,  Inc. 
announced  a development  and  marketing 
agreement  whereby  PeopleSoft  will 
integrate  BEA’s  transaction  middleware 
product,  BEA  TUXEDO,  with  is  full  line  of 
enterprise  applications.  In  addition  to 
handling  high-volume  transaction 
processing  environments,  BEA  TUXEDO 
will  enhance  PeopleSoft’s  delivery  of 
globally  implemented,  distributed 
applications  solutions. 
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Exhibit 

PeopleSoft  Alliances 


Application 

Partners 

Implementation 

Partners 

Platform 

Partners 

Systems 

Integration 

Partners 

Workflow 

Providers 

Arbor  Software 

Andersen  Consulting 

Apple  Computer 

Digital  Equipment 

Action 

BMC  Software 

The  Application  Group 

Compaq 

The  Gateway  Group 

Technologies 

Braintree  Technology 

Beacon  Application 

Data  General  Corp. 

IBM 

Computer 

Business  Objects 

Services  Corp. 

Digital  Equipment 

MCI  Systemhouse 

Communication 

Citrix  Systems,  Inc. 

Business  Information 

Gupta  Corp. 

PRC,  Inc. 

Specialists 

Claremont  Systems 

Technology  Inc.  (1) 

Hewlett-Packard 

The  Registry 

Edify 

Group 

CAP  GEMINI  America 

IBM 

Sequent  Computer 

ESSENSE 

Cognos 

Coopers  & Lybrand  LLP 

Informix  Software 

Systems 

Systems,  Inc. 

Criterion 

DataStudy,  Inc 

Intel  Corporation 

Stream  International 

IBM 

Ernst  & Young  LLP 

Deloitte  & Touche  LLP 

Microsoft  Corp. 

Technology  Solutions 

Jetform 

Federal  Liason 

Dimension  Systems 

NCR 

Company 

Lotus  Development 

Services 

Foundation  Software 

Novell 

Corporation 

Frontec 

The  Hunter  Group  Inc. 

Oracle  Corporation 

NetDynamics 

InCap 

IBM  (ISSC) 

Pyramid  Technology 

OneWave,  Inc. 

Intermec 

KPMG  Peat  Marwick  LLP 

SCO 

Symantec  Corp. 

Microsoft 

Noblestar 

Sequent  Computer 

TALX  Corp. 

MITI 

Pacific  Technologies 

Systems 

Open  Horizon,  Inc. 

(AUST)  Pty  Ltd. 

Siemens  Nixdorf 

Platinum  Technology 

The  Pinnacle  Group 

Silicon  Graphics 

Premenos 

PRC 

Sun  Microsystems 

Red  Pepper 

Price  Waterhouse 

Sybase,  Inc. 

Restrac 

Ramos  & Associates 

Unisys 

SigForms 

SG2 

SkillSet 

Sierra  Systems 

SQA 

Technology  Solutions  Co 

Sterling  Commerce 

User  Technology 

Success  Factor 

Services 

Systems 

Taxware  International 

Vertex 

William  M.  Mercer,  Inc. 

Competitors 

Significant  competitors  in  the  enterprise 
application  software  market  include  SAP 
and  Oracle  and  to  a lesser  degree,  Dun  & 
Bradstreet  Software,  Baan  Company, 
Computer  Associates  International,  and 
System  Software  Associates. 

PeopleSoft  also  faces  competition  from 
niche  providers  of  HRMS  software 
products,  including  Cyborg,  Lawson 
Associates,  Integral  Systems,  and  Ceridian, 
and  from  niche  providers  of  financial 

PeopleSoft,  Inc. 
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management  system  software  products, 
including  Hyperion,  Computron  Software, 
and  Lawson  Associates. 

INPUT  Assessment 

PeopleSoft’s  strengths  include: 

• Offering  a product  line  that  has  been 
specifically  designed  to  work  on  the 
client/server  model  of  computing 

• A complete  suite  of  applications  has  put 
the  company  in  a position  to  offer  its  full- 
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client/server  lines  as  a one-stop  shopping 
for  the  enterprise 

• Strong  customer  service  organization 

• Broad  range  of  choices  for  customers, 
spanning  platforms,  implementation 
approaches  and  products 

Challenges  include: 

• Managing  the  company’s  rapid  growth 


• Maintaining  consistent,  high-quality 
products  and  services  in  the  face  of  a 
steady  rise  in  revenue 

• Successful  delivery  of  the  PeopleSoft 
Manufacturing  suite  of  applications 

• Continuing  to  expand  product  offerings 
into  other  areas  of  functionality  and 
vertical  markets 

• Staying  competitive  with  larger 
companies  (SAP  and  Oracle) 
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June  1997 

Perot  Systems  Corporation 


12377  Merit  Drive 
Suite  1100 
Dallas,  TX  75251 

1-2  Finsbury  Ave. 
London,  EC4V  3SB 
United  Kingdom 


Phone: 

Fax: 

Internet: 


(972)  383-5600 
(972)  455-4157 
http://www.ps.net 


Mort  Meyerson 
James  A.  Cannavino 
Private 
5,000  (6/97) 
$599,438,000 
12/31/96 


Key  Points 


In  June  1997,  Perot  Systems  made  a $9 
million  offer  to  acquire  the  assets  of  Nets 
Inc.,  an  on-line  commerce  company. 

In  March  1997,  Perot  Systems  purchased 
a controlling  stake  in  Icarus  Consulting 
AG  from  Icarus  and  SwissAir  Corp., 
resulting  in  70%  ownership  of  the  firm. 


Chairman: 
President  & CEO: 
Status: 
Employees: 
Revenue: 

Fiscal  Year  End: 


• Perot  Systems  Corporation  provides 
information  technology  and  business 
transformation  services  to  various 
markets. 


• In  March  1997,  Perot  Systems’ 

Healthcare  Group  introduced  its  Web- 
accessible  Healthcare  Solutions  Model 
for  integrated  health  care  networks. 


• In  June  1997,  Perot  Systems  acquired 
Syllogic,  B.V.,  a Netherlands-based 
company  specializing  in  systems 
management,  data  warehousing,  and 
data  mining  applications  and  services. 


• In  February  1997,  the  company  acquired 
the  Benton  International,  Inc.  consulting 
organization  that  pioneered  the  concept 
of  electronic  funds  payments. 
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• In  November  1996,  Perot  Systems 
acquired  the  Chicago-based  Doblin 
Group,  a strategic  design  planning  firm. 

• In  October  1996,  the  company  acquired 
The  Technical  Resource  Connection,  Inc., 
a provider  of  distributed  object-oriented 
consulting  services. 

• In  September  1996,  Perot  Systems 
acquired  CommSys,  a leading  vendor  of 
customized  telecommunications  billing 
software  and  services. 

• In  September  1996,  James  Cannavino 
assumed  the  position  of  Chief  Executive 
Officer,  succeeding  Mort  Meyerson  in  the 
position.  Mr.  Meyerson  has  remained 
with  the  company  in  his  previously  held 
position  as  Chairman  of  the  Board. 

• In  August  1996,  Perot  Systems 
announced  that  James  A.  Champy,  a 
leading  authority  and  best-selling  author 
on  business  reengineering  and 
organizational  change,  had  joined  the 
company  as  Chairman  of  the  consulting 
practice. 

• In  August  1996,  the  company  acquired 
Rothwell  International,  an  object- 
oriented  application  development  firm. 

Company  Description 

Perot  Systems  was  formed  in  1988  by  H. 

Ross  Perot  and  certain  former  EDS 
employees  to  provide  systems  integration, 
systems  operations,  and  associated 
professional  services. 

The  company  has  major  customers  in  the 
financial  services,  insurance,  health  care, 
travel  and  leisure,  manufacturing, 
telecommunications,  and  energy  industries 
in  North  America,  Europe,  and  Asia. 


Organization  and  Structure 

Perot  Systems  is  headquartered  in  Dallas 
(TX)  and  has  approximately  50  offices  in  the 
U.S.,  Europe,  and  Asia. 

U.S.  offices  are  located  in  Alhambra, 
Encinitas,  Los  Angeles,  and  Rosemead  (CA); 
Colorado  Springs  and  Englewood  (CO); 
Stamford  (CT);  Maitland  and  Tampa  (FL); 
Atlanta  (GA);  Chicago  and  Lisle  (IL);  Cedar 
Rapids  (IA);  Lexington  (KY);  Cambridge 
(MA);  Auburn  Hills,  Hubbard,  Romulus, 
Plymouth,  and  Troy  (MI);  Minneapolis 
(MN);  Bethpage  and  New  York  City  (NY); 
Charlotte  (NC);  Tulsa  (OK);  Mechanicsburg 
(PA);  Dallas,  Houston,  and  Richardson  (TX); 
Reston  (VA);  and  Meqon  (WI). 

European  offices  are  located  in  Paris  and 
Villepinte  (France);  Diisseldorf,  Frankfurt, 
Hamburg,  and  Wilhelmshaken  (Germany); 
Basel  and  Zurich  (Switzerland);  Chelmsford, 
Croydon,  Dublin,  Leeds,  London,  Heathrow, 
Nottingham,  Slough,  and  Swindon  (U.K.); 
and  The  Netherlands.  Asian  offices  are 
located  in  Hong  Kong,  Singapore,  India,  and 
Tokyo  (Japan). 

The  company  delivers  services  primarily 
through  its  U.S.  offices  in  Dallas  (TX), 
Reston  (VA),  Auburn  Hills  (MI),  and  an 
office  in  Windsor  (England). 

Perot  Systems’  current  organizational 
structure  is  summarized  in  Exhibit  1. 

Perot  Systems  has  subsidiaries  as  follows: 

• HPS,  located  in  New  Delhi  (India), 
provides  off-shore  development  services 
in  addition  to  handling  client 
engagements  in  the  Pacific  Rim  region. 

• Systor,  located  in  Basel  (Switzerland), 
provides  financial  information 
technology  services. 
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Exhibit  1 


Perot  Systems  Corporation 
Organizational  Structure 
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Source:  Perot  Systems 
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• Rothwell  International,  based  in  Houston 
(TX),  provides  object-oriented  software 
development  and  consulting  services. 

• The  Technical  Resource  Connection,  Inc., 
located  in  Tampa  (FL),  provides 
distributed  object-oriented  consulting 
services. 

• Benton  International,  Inc.,  in  Los  Angeles 
(CA),  provides  consulting  in  the  area  of 
electronic  commerce  to  the  financial 
services  industry. 

• Syllogic,  B.V.,  located  in  the  Netherlands, 
provides  systems  management,  data 
warehousing,  and  data  mining 
applications  and  services. 

Employees 

As  of  December  31,  1996,  Perot  Systems  had 
4,378  full-time  employees,  compared  to  2,987 
the  year  before.  The  company  currently  has 
5,000  employees. 

Company  Strategy 

Perot  Systems  is  dedicated  to  being  the  best 
at  service  design  and  delivery  through 
aggressive  education  and  training  of  its 
associates,  strategic  partnering,  and 
acquisitions. 

Perot  Systems’  approach  to  IT  services  is 
customer  driven,  focusing  on  providing 
flexible  and  creative  solutions  to  help  clients 
improve  their  business  performance.  The 
company  provides  clients  with  the  option  to 
select  specific  services,  to  partner  with  Perot 
Systems,  or  to  commission  project  work. 

Perot  Systems  also  offers  a variety  of  payment 
options,  including  everything  from  fixed  fee  to 
joint-venture  partnerships,  and  in  some  cases 
equity  relationships.  Perot  Systems  also 
practices  the  concept  of  risk/reward,  in  which 


the  terms  and  conditions  of  payment  are 
dependent  upon  the  success  of  the 
engagement. 

Perot  Systems  has  formalized  the  customer- 
driven  concept  into  three  general  categories 
that  help  the  company  group  and  package  its 
resources: 

• Customer  Relationship  Management 

Customer  Acquisition — Services 
designed  to  increase  a customers’ 
business 

Customer  Care — Products  and  services 
designed  to  help  customers  retain  their 
own  customers 

• Operational  Efficiencies — Technologies 
and  services  that  help  customers  operate 
more  productively  and  keep  costs  down 

• Business  Solutions  Design  and 
Development — Solutions  that  help 
customers  quickly  design  and  develop 
their  own  business  solutions,  using 
modern  technology  for  things  such  as  sales 
force  automation  and  self-service  intranet 
applications 

Acquisitions 

Over  the  past  year,  Perot  Systems  has  made 
several  acquisitions  that  are  central  to  its 
growth  and  technology  strategy.  The  terms  of 
the  transactions  were  not  disclosed. 

• In  June  1997,  Perot  Systems  made  a $9 
million  offer  to  acquire  the  assets  of  Nets 
Inc.,  the  Cambridge  (MA)-based  on-line 
commerce  company  that  has  filed  for 
Chapter  11  bankruptcy.  Perot  Systems 
has  recently  hired  approximately  40 
former  employees  of  Nets  Inc.,  including 
Mark  Teflian,  former  chief  technology 
officer  at  Nets  Inc. 
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In  June  1997,  Perot  Systems  acquired 
Syllogic,  B.V.,  a Netherlands-based 
company  specializing  in  systems 
management,  data  warehousing,  and  data 
mining  applications  and  services. 

Syllogic  has  offices  in  the  U.S.,  Ireland, 
and  the  U.K.,  strengthening  Perot 
Systems’  presence  in  the  U.K. 

The  company  has  approximately  125 
employees,  and  clients  in  the  financial 
services,  manufacturing,  and  technology 
industries. 

Syllogic  will  become  a wholly  owned 
subsidiary  of  Perot  Systems. 

In  March  1997,  Perot  Systems  purchased  a 
controlling  stake  of  Icarus  Consulting  AG 
from  Icarus’  management  and  SwissAir 
Corp.,  resulting  in  70%  ownership  of  the 
firm.  Perot  has  a fixed  option  to  purchase 
the  remaining  30%  share  from  SAir 
Group,  the  holding  company  of  SwissAir, 
over  a three-year  period. 

Icarus  is  a Zurich  (Switzerland)-  and 
Frankfurt  ( Germany )-based  “profit- 
management”  consultancy  that 
specializes  in  improving  business 
processes,  logistics,  and  information 
technology. 

The  firm  serves  major  European  air 
carriers,  forwarders,  hotels,  the  German 
railway  system,  and  the  German  Navy. 

The  acquisition  of  Icarus  furthers  Perot 
Systems’  expansion  into  European 
markets,  as  well  as  bringing  in  a strong 
travel  and  transportation  consulting 
capability  to  the  company. 

At  the  time  of  the  acquisition,  Icarus  had 
approximately  30  consultants,  with 


plans  to  triple  in  size  over  the  next  few 
years. 

In  February  1997,  the  company  acquired 
the  Los  Angeles  (CA)-based  Benton 
International,  Inc.,  a consulting  firm  that 
specializes  in  electronic  commerce  and  the 
financial  services  industry. 

Benton  has  offices  in  Tampa  (FL),  New 
York  (NY),  Buenos  Aires,  Bogota,  and 
London  (U.K.). 

The  firm’s  clients  include  banks  in  the 
U.S.,  Europe,  and  Latin  America. 

Benton  has  become  a wholly  owned 
subsidiary  of  Perot  Systems. 

In  November  1996,  Perot  Systems 
acquired  the  Chicago-based  Doblin  Group, 
a strategic  design  planning  firm  and 
pioneer  in  “user-centered”  strategy.  The 
Doblin  Group  has  a specialized  strategy 
practice  that  combines  the  disciplines  of 
business  planning,  social  science  research, 
and  design  to  reengineer  mature 
companies  and  create  start-up  ventures. 

In  October  1996,  the  company  acquired 
The  Technical  Resource  Connection,  Inc.,  a 
Tampa  (FL)-based  provider  of  distributed 
object-oriented  consulting  services. 

At  the  time  of  the  acquisition,  The 
Technical  Resource  Connection  had 
annual  revenues  of  more  than  $22 
million  and  150  employees. 

The  company  works  with  clients  in  the 
transportation,  insurance,  financial, 
communications,  and  media  markets. 

The  Technical  Resource  Connection  has 
become  a wholly  owned  subsidiary  of 
Perot  Systems. 
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• In  September  1996,  Perot  Systems 
acquired  CommSys,  a provider  of  billing, 
telemanagement,  and  communications 
services  to  major  telecommunication 
organizations  worldwide.  CommSys  has 
become  a wholly  owned  subsidiary  of  Perot 
Systems. 

• In  August  1996,  Perot  Systems  acquired 
Rothwell  International,  a Houston  (TX)- 
based  consulting  company  that  specializes 
in  object-oriented  software  development 
and  implementation. 


Exhibit  2 


At  the  time  of  the  acquisition,  Rothwell 
had  approximately  70  employees. 

Some  of  Rothwell’s  clients  include 
Texaco,  Prudential,  and  Duke  Power. 

Rothwell  has  become  a wholly  owned 
subsidiary  of  Perot  Systems. 

Financials 

Perot  Systems’  1996  revenue  reached  nearly 
$600  million,  an  increase  of  75%  over  revenue 
of  $342  million  in  1995.  Net  income  grew 
90%,  to  almost  $20.5  million  in  1996.A  four- 
year  revenue  summary  is  shown  in  Exhibit  2: 


Perot  Systems  Corporation 
Four-Year  Worldwide  Revenue  Summary 
($  Millions,  except  Revenue  per  employee) 


Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

Revenue 

$600 

$342 

$300* 

$220* 

• Percent  change  from 
previous  year 

75% 

14% 

36% 

47% 

Revenue  per  employee 

$136,920 

$118,158 

N/A 

N/A 

Source:  Perot  Systems; 
* INPUT  estimates 
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Revenue  Analysis  by  Product  / Service  Mode 

INPUT  estimates  that  Perot  Systems’  1996 
revenue  was  derived  approximately  as  follows: 


Systems  operations 40% 

Systems  integration 30% 

Professional  services 30% 


100% 

Market  Financials 

Perot  Systems  derives  significant  revenue 
from  customers  in  the  banking  and  financial 
services,  energy,  telecommunications,  health 


care,  transportation,  retail,  and  travel  and 
leisure  industries. 

Geographic  Markets 

Approximately  55%  of  Perot  Systems’  1996 
revenue  was  derived  from  the  U.S,  40%  from 
Europe,  and  5%  from  Asia,  compared  to  70% 
from  the  U.S.  and  30%  from  Europe  in  1995. 

Key  Products  and  Services 

Perot  Systems  provides  information 
technology  and  business  transformation 
services  to  customers  in  various  markets. 
Services  include: 
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Strategy 

Change  management 
Business  process  reengineering 
Design  business  activities 
Organizational  design 
IS  design 

Network  architecture 
Application  architecture 
Application  design 
Functional  design 
Technical  design 
Systems  integration/migration 
Systems  development 
Implementation 
Operations 

The  company  is  segmented  into  six  industry 
groups  as  follows: 

• Global  Financial  Services 

• Healthcare  Industry  Group 

• Energy  Group 

• Communications  and  Media 

• Travel  and  Leisure  Industry  Group 

• Manufacturing  Industry  Group 

Global  Financial  Services  (GFS) 

Perot  Systems’  largest  industry  division, 
Global  Financial  Services  (GFS)  headed  by 
John  King,  provides  a range  of  services, 
including  software  development,  systems 
integration,  integrated  consulting,  and  global 
infrastructure  management  through  offices  in 
London,  New  York,  Chicago,  Zurich,  Hong 
Kong,  Tokyo,  and  Singapore. 


GFS’s  mission  is  to  deliver  premier  technology  - 
enabled  business  improvement  services  to  the 
financial  services  industry  worldwide. 

Healthcare  Industry  Group 
Perot  Systems’  Healthcare  Industry  Group, 
headed  by  Joseph  E.  Boyd,  provides  services 
to  health  care  enterprises  that  are  refocusing 
their  business  strategies.  Services  include: 

• Business  process  reengineering 

• Systems  integration 

• Product  development  and  design 

• Deployment  of  worldwide  networks 

• Facilities  management  and  outsourcing 
services 

• Integrated  delivery  network 
implementation 

• Collaborative  data  repository  and  data 
warehouse  development 

• Managed  care  services 

In  February  1997,  the  Healthcare  Indsutry 
Group  introduced  its  Web-accessible 
Healthcare  Solutions  Model  for  integrated 
health  care  networks,  which  uses  a suite  of 
technologies  to  provide  enterprise-wide  access 
to  critical  health  care  data.  This  solution 
translates  information  from  multiple 
platforms,  delivering  it  in  real  time  via  a 
secure  EDI  transaction  pipeline  in  an 
Internet-based  environment. 

Pricing  models  for  solutions  include  business 
unit  pricing  on  per-member,  per-encounter, 
and  per-transaction  bases. 

Energy  Group 

The  Energy  Group,  headed  by  Ed  Smith, 
provides  services  such  as  business  consulting, 
technical  transformation,  management  and 
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operations,  engineering,  marketing,  and 
customer  services  to  clients  in  the  electricity, 
gas,  and  water  industries. 

This  group  works  with  clients  to  restructure 
business  processes  to  meet  key  business  needs 
and  to  maximize  information  resources  and 
personnel. 

Perot  Systems  has  established  long-term 
relationships  with  several  major  companies  in 
the  industry,  including  a major  U.K.  regional 
electric  company,  one  of  the  largest  U.S. 
investor-owned  power  companies,  and  one  of 
the  largest  U.S.  power  and  water  municipal 
utilities.  The  company  has  also  been  involved 
in  the  U.K.’s  power  industry  as  it  moves  to  a 
commercially  driven,  competitive  marketplace 
from  the  government-owned  monopoly. 

Communications  and  Media 
The  Communications  and  Media  Group, 
headed  by  Susan  Walsh,  provides  services  to 
telecommunications  companies  worldwide  and 
is  expanding  its  reach  to  include  companies  in 
the  broadcast,  entertainment,  and  publishing 
industries.  This  group  specializes  in  business 
strategy,  billing,  on-line,  and  customer  care 
programs. 

Services  include  solutions  in: 

• Internet/intranet 

• Video  services 

• Digital  media/compression 

• Call  centers 

• Data  mining  and  data  warehousing 

Travel  and  Leisure  Industry  Group 
Perot  Systems’  Travel  and  Leisure  Industry 
Group,  headed  by  Bill  Doody,  provides 
services  to  clients  in  the  following  areas: 


• Business  planning 

• Reservation  systems 

• Inventory  and  asset  management 

• Customer  service 

• Finance  and  billing 

• Communications 

• Quality  assurance 

This  group  specializes  in  helping  clients  better 
serve  their  customers,  as  well  as  use 
technology  and  customer  data  to  improve 
their  own  business. 

Manufacturing  Industry  Group 
The  Manufacturing  Industry  Group,  headed 
by  Bob  Matanna,  provides  solutions  for  supply 
chain  management,  planning  and  scheduling, 
order  management,  warehousing, 
distribution,  production,  and  finance,  with  an 
increasing  emphasis  on  services  for  logistics 
systems.  Services  provided  include  data 
conversion,  quality  assurance,  project 
management,  and  process  reengineering. 

The  group  specializes  in  the  following 
services: 

• Consulting 

• Implementation 

• Customization 

• Project  management  support 

• Data  migration 

• Legacy  systems  integration 

• Client  training 
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Perot  Systems’  services  are  offered  through 
essentially  four  types  of  contracts — systems 
integration;  data  center  operation  and 
management;  facilities  management;  and 
risk/reward  partnerships  and  alliances. 

Contract  examples  include  the  following: 

• WinStar  Communications,  Inc.  awarded 
Perot  Systems  a multiyear,  multimillion- 
dollar  contract  under  which  the  companies 
will  jointly  develop  a customized 
“customer  satisfaction”  system  for 
personalized  billing  and  related  services 
for  WinStar’s  clients. 

• Under  a risk/reward  contract  for  British 
Telecom  in  the  U.K.,  Perot  Systems 
assisted  in  the  development  of  a customer 
relationship  management  system  that 
allows  the  sales  and  marketing  personnel 
to  access  and  analyze  customer 
information. 

• For  AT&T,  Perot  Systems  assumed  overall 
management  responsibility  for  the  quality 
and  timeliness  of  AT&T’s  development  of  a 
PC-based  application  called  Billing  Edge. 

• Under  a 10-year  outsourcing  contract  with 
Cadillac  Plastic  Group  (CPG),  Perot 
Systems  provides  operational  control  and 
management  of  all  data  processing, 
telecommunication,  and  system 
applications,  as  well  as  management 
consulting  services  for  CPG’s  business 
operations.  Perot  Systems  is  also 
implementing  communications  technology, 
including  automatic  number  identification, 
interactive  voice  response,  call  routing  and 
queuing,  and  new  graphical  user 
interfaces  for  customized  order  entry  and 
inventory  lookup  procedures  for  CPG’s  call 
center. 


• For  Thrifty  Car  Rental,  Perot  Systems 
developed  a reservations  interface  for 
Thrifty’s  new  on-line  reservation  system. 

• Under  a multi  year  business 
transformation  contract  for  the  Los 
Angeles  Department  of  Water  and  Power 
(LADWP),  Perot  Systems  is  working  with 
the  LADWP  to  update  the  operations  and 
organizational  structure,  create  a 
customer-  and  business-focused 
organization,  enhance  existing  products 
and  services,  and  identify  and  offer  new 
products  and  services. 

• Perot  Systems  has  entered  into  an 
outsourcing  contract  with  the  Tenet 
Healthcare  Corporation,  in  which  it 
assumes  responsibility  for  network  and 
data  center  operation,  applications 
maintenance  and  enhancement, 
equipment  maintenance,  and  consulting. 

• For  Swiss  Bank  Corporation,  a global 
banking  and  financial  services  firm,  Perot 
Systems  manages  and  supports  more  than 
415  offices  throughout  Europe,  North  and 
South  America,  and  Asia,  resulting  in  a 
30%  increase  in  customer  satisfaction 
ratings. 

• For  NationsBank,  one  of  the  largest  banks 
in  the  U.S.,  the  company  consolidate  the 
IT  departments  of  three  regional  banking 
chains,  and  constructed  a consolidated 
data  center  in  160  days,  resulting  in  a 
substantial  increase  in  productivity. 

• For  Barclays  Intermortgage,  one  of 
Britain’s  largest  mortgage  lenders,  Perot 
Systems  redesigned  and  automated  core 
business  functions,  implemented  a high- 
quality  customer-focused  letter  production 
system,  and  launched  an  integrated 
image-enabled  workflow  system,  all  with 
substantial  improvements  in  productivity. 
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The  company  provides  its  products  and 
services  through  technical  competency  centers 
comprised  of  small  groups  of  software 
professionals  with  expertise  in  the  following 
areas: 

• Business  process  automation 

• Customer  relationship  management 

• Data  warehousing/data  mining 

• Internet/intranet 

• Networking 

• Total  system  management 

• Object  technology 

Internet  / Intranet  Competency  Center 
The  Cambridge  (MA)-based  competency 
Center,  with  a satellite  office  in  London, 
specializes  in  end-to-end  Internet  services, 
including  Web  server  design  and  deployment, 
inter-enterprise  communications,  electronic 
communication  standards,  and  security. 

Some  completed  projects  include: 

• For  a major  client  in  the  healthcare 
industry,  Perot  Systems  established  all 
intranet  standards  and  is  managing  the 
deployment  of  Web  servers,  including  all 
hardware,  operating  systems,  and 
application  standards. 

• For  a financial  services  client,  the 
company  designed  and  deployed  one  of  the 
largest  global  installations  of  the  Lotus 
Notes  Domino  Server  application  in  the 
world. 

• For  itself,  Perot  Systems  defined, 
implemented,  and  deployed  a self-service 
employee  information  system  global 
intranet  application. 


Marketing  and  Sales 

Perot  Systems  markets  its  products  and 
services  through  a direct  sales  force  and 
through  joint  marketing  agreements. 

Clients 

Perot  Systems  serves  clients  in  the  financial 
services,  health  care,  energy,  travel  and 
leisure,  telecommunications,  insurance,  and 
manufacturing  industries. 

Some  of  Perot  Systems’  major  clients  include: 

• Swiss  Bank  Corporation 

• NationsBank 

• Europcar 

• Tenet  Healthcare 

• Los  Angeles  Department  of  Water 
and  Power 

• East  Midlands  Electricity 

• Kelsey-Hayes 

Alliances 

Recent  alliances  include  the  following: 

In  April  1997,  Perot  Systems  and  Western 
Pacific  Airlines,  Inc.  announced  a five-year, 
$46  million  strategic  services  alliance  under 
which  Perot  Systems  will  deliver  an 
integrated  suite  of  professional  services, 
including  business  consulting,  application 
development,  and  Internet  services. 

In  April  1997,  InterTech  Information 
Management,  Inc.  and  Perot  Systems  entered 
into  an  agreement  to  resell  DocuPACT, 
InterTech’s  integrated  information 
management  software  designed  and  created 
for  Microsoft  Windows  NT. 
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In  March  1997,  ValueRx,  a subsidiary  of 
Value  Health,  Inc.,  and  Perot  Systems  entered 
into  a five-year,  multimillion-dollar  open 
systems  outsourcing  agreement  covering 
information  systems  for  ValueRx’s  mediation 
and  pharmacy  benefit  management  services. 

• Perot  Systems  will  provide  data  center 
technical  support,  retail  systems  data 
processing,  and  computer  room  services  to 
Value  Rx. 

• Perot  Systems  has  also  consolidated 
ValueRx’s  systems  into  four  data  centers. 

In  February  1997,  Perot  Systems  and  Dallas 
(TX)-based  S2  Systems,  Inc.  formed  a 
business  alliance  to  create  seamless 
integrated  solutions  for  the  health  care 
industry. 

• The  Perot  Systems  Healthcare  Solutions 
Model  will  provide  the  electronic 
commerce  gateway  of  EDI  services 
supporting  transactions. 

• The  Healthcare  Solutions  Model  uses  S2 
Systems’  software  to  create  a Web- 
accessible  processing  environment  that 
includes  transaction  switching,  translation 
security,  and  connectivity  between  VANs, 
the  Internet,  intranets,  and  Perot  Systems 
clients’  back-office  administrative,  clinical, 
and  financial  systems. 

In  February  1997,  Physicians’  Online,  Inc. 
(POL)  and  Perot  Systems  entered  into  an 
agreement  to  jointly  develop  an  electronic 
communications  and  information  exchange 
solution  for  integrated  health  networks  using 
Internet  and  intranet  technology. 

In  October  1996,  Sun  Microsystems  and  Perot 
Systems  announced  plans  to  jointly  establish 
two  competency  centers  from  which  to  provide 
Java-enabled  intranet  and  Internet 


applications  for  distributed  enterprise 
solutions. 

In  October  1996,  Citibank  selected  Perot 
Systems  as  its  technology  provider  for  the 
Travel  Agency  Commission  Settlement 
system,  the  lodging  industry’s  largest  provider 
of  centralized  commission  programs.  Perot 
Systems  will  take  responsibility  for  customer 
implementations,  operation  and  management 
of  all  data  processing,  and  ongoing  customer 
support. 

In  September  1996,  Perot  Systems  and 
SportsTrac,  Inc.  announced  a long-term 
technology  partnership  to  provide 
SportsTrac.COM,  the  first  comprehensive, 
Internet-based  recruiting  tool  for  college 
athletes.  SportsTrac.COM  is  an  on-line 
database  providing  coaches  and  recruiters 
with  nationwide  access  to  profiles  of  high 
school  and  junior  college  athletes. 

In  March  1996,  Perot  Systems  and  HCL 
Corporation,  India’s  largest  integrated 
information  technology  group,  announced  a 
50/50  joint  venture  targeting  the  Asia/Pacific 
region  for  large-scale  outsourcing  and  systems 
integration  services,  as  well  as  business 
transformation  solutions. 

• This  joint  venture  is  intended  to  expand 
Perot  Systems’  global  presence  and  utilize 
the  company’s  strength  in  some  of  the 
world’s  fastest  growing  markets  for  IT 
services. 

• The  alliance  will  also  increase  Perot 
Systems’  source  of  software  factory 
services  for  its  customers. 

Competition 

Major  competitors  include  Electronic  Data 
Systems  (EDS),  Computer  Sciences 
Corporation  (CSC),  and  Andersen  Consulting. 


Perot  Systems  Corporation 
June  1997 
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Assessment 

Perot  Systems  feels  that  its  major  strengths 

include: 

• A customer-driven  approach  to  IT  services 
that  is  flexible  and  creative 

• Implementation  expertise  through 
aggressive  education  and  training  of 
associates,  as  well  as  partnering 
agreements 


• Creative  partnership  and  risk-sharing 
agreements 

• Integrated  service  offerings 
Challenges  for  the  coming  year  include: 

• Globalization 

• Staying  ahead  of  the  technology  curve 

• Acquiring  talent 
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PROFILE 


PHYSICIANS  PRACTICE 
MANAGEMENT 

350  East  New  York  Street 
Suite  300 

Indianapolis,  IN  46204-2134 
Phone:  (317)634-8080 
Fax:  800)548-6171 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Bill  Noel 
Private  Company 
45 

$2,900,000  * 
2/1/93 


* Company  estimate 


Key  Points 


Physicans  Practice  Management  (PPM)  focuses  on  products  and 
services  in  support  of  electronic  medical  insurance  claims. 

PPM  is  currently  developing  a new  product  line  that  is  scheduled  for 
availability  in  mid-1993. 
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Company 

Description 


Key  Products  and 
Services 


PPM,  formed  in  1978,  provides  software  products  and  network  services 
used  in  electronic  medical  insurance  claims  submission.  During  1988, 
the  company  began  offering  an  additional  service  called  the 
Management  Advisory  Service. 


PPM  offers  the  following  software  products  for  IBM  PC,  XT,  AT,  PS/2 

and  most  compatibles: 

• PC* CLAIM  PLUS  is  a complete  insurance  filing  system  for 
physicians  who  want  to  automate  only  insurance  claim  processing 
without  disrupting  the  entire  routine  of  the  practice. 

- PC*CLAIM  PLUS  transmits  electronic  claims  via  the 
CLAIM*NET  network  to  participating  insurance  carriers 
including  Medicaid,  Medicare  B,  Blue  Shield  plans  and 
commercial  carriers.  PC*CLAIM  PLUS  also  prints  claims  on  the 
standard  AMA  1500  form. 

- PC*CLAIM  PLUS  provides  a patient  data  base  that  retains 
information  on  patients,  including  demographic,  insurance,  and 
other  information  in  support  of  speedy  claims  filing. 

• PC*CLAIM  LINK  provides  interface  capability,  giving  a physician's 
current  medical  software  system  the  ability  to  transmit  electronic 
claims.  PC*CLAIMS  LINK  contains  all  the  features  of  PC*CLAIM 
PLUS  and  captures  data  from  the  host  computer  system  to  create 
electronic  claims. 

• THRESHOLD *TM  is  a basic  billing,  insurance  filing,  and  accounts 
receivable  system.  The  system  is  designed  for  the  smaller  practice 
that  wishes  to  automate  one  step  at  a time.  THRESHOLD*TM 
contains  the  following  modules:  Accounts  Receivable,  Patient 
Statements,  Custom  Insurance  Forms,  Basic  Medical  Office  Reports, 
and  Basic  Medical  Office  Listings.  Additional  program  packs 
available  include:  Manager  Pack,  Financial  Pack,  Listing  Pack,  and 
Appointment  Pack. 

• THRESHOLD  is  an  office  management  system  designed  for  the 
actively  managed  practice  that  contains  over  120  programs 
addressing  activities  from  payment  plan  management  to  statistics  on 
referring  physicians.  THRESHOLD  contains  all  the  programs  in 
THRESHOLD *TM  plus  all  the  programs  in  the  optional  packs. 

• The  Multi-User  Option  expands  THRESHOLD*TM  or 
THRESHOLD  to  a multiuser  system.  Workstations  and  network 
hardware  and  software  allow  more  than  one  operator  to  access  files, 
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enter  data,  and  run  programs.  Designed  for  the  large  practice  with 
several  employees  or  even  several  offices,  this  system  can  expand  as 
needed. 

• Valence  is  an  electronic  mail  and  messaging  system  that  can  be  used 
either  as  a standalone  system  or  added  to  a PC*CLAIM  PLUS, 
THRESHOLD*TM,  or  THRESHOLD  system.  Valence  can  be 
used  to  communicate  with  other  people  in  the  same  office,  other 
physicians,  hospitals,  labs,  PPM  dealers,  and  PPM  support  staff. 

CLAIM*NET  is  PPM's  nationwide  network  that  transmits  claims  for 
any  insurance  company  or  government  claims  carrier  accepting  claims 
electronically. 

• PPM's  software  products  edit,  prepare,  and  transmit  claims  from  the 
user's  office  computer  system  to  CLAIM*NET. 

• The  CLAIM*NET  processing  center  then  formats  the  claims  and 
transmits  them  to  designated  insurance  companies,  which  process 
the  claims  and  mail  payments  directly  to  the  providers. 

Physicians  Practice  Management  also  offers  the  Management  Advisory 
Service,  providing  consulting  in  areas  such  as  marketing  techniques, 
office  policies  and  procedures,  collections,  insurance  reimbursement, 
accounts  receivable  management,  office  layout  and  design,  and  general 
office  administration. 

Industry  Markets 

The  company  provides  its  products  and  services  to  the  medical  industry, 
specifically  to  physicians  working  in  small  and  large  offices. 

Geographic 

Markets 

PPM  has  product  installations  at  over  3,000  sites  throughout  the  U.S. 
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PIEDMONT  SYSTEMS  Chuck  Cloer,  President 

INCORPORATED  Private  Company 

4400  Silas  Creek  Parkway,  #300  Total  Employees:  8 

Winston-Salem,  NC  27104 
(919)  760-3620 


The  Company  Piedmont  Systems  was  founded  in  February  1987  to  develop  and 

market  electronic  data  interchange  (EDI)  management  software. 
The  principals  of  Piedmont  Systems  have  a background  in 
application  software  and  the  distribution  industry. 

Piedmont  Systems'  strategy  focuses  on  developing  EDI  software 
with  extensive  mapping  and  translation  features  for  easy 
integration  with  a client's  existing  applications.  The  company 
claims  it  can  typically  have  an  installation  site  functional  in  one 
day,  and  can  shorten  or  eliminate  a test  phase  in  a standalone 
operation. 


Key  Products  and  Piedmont  Systems'  EDI  software  product,  TEL-EDI,  was 
Services  introduced  in  April  1988. 


• TEL-EDI  supports  ANSI  X12  and  TDCC  standards  and  its 
subsets. 


TEL-EDI  runs  on  single-user  MS-DOS  (Version  2.0  or  higher) 
systems  (IBM  PC  and  compatibles)  and  low-end  multiuser 
systems  running  under  UNIX  or  XENIX. 

The  general  features  of  TEL-EDI  are  the  following: 

Document  turnaround 

- On-line  search  capability 

- Automatic,  timed  dial-out  mode 

- Transmission  control  reporting 

- Multiple  third-party  network  support 

- Table  driven-all  tables  user  modifiable 
Ability  to  create  proprietary  formats  and  subsets 

In  a front-end  or  integrated  environment,  Piedmont  Systems 
claims  a unique  process  for  mapping  EDI  data  into  applications 
files.  With  the  exception  of  ID  codes,  users  can  specify  the  code 
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set,  numeric  and  data  packing  schemes,  and  byte  locations  of 
the  data  to  be  presented  to  their  internal  applications.  These 
specifications  can  be  done  using  a single,  flat  file,  or  multilevel 
files  up  to  ten  levels  deep.  The  primary  benefit  is  that  users  can 
design  the  TEL-EDI  output  file  to  look  like  one  of  their  own 
records  rather  than  pick  data  from  a rigid  format  designated  by 
the  vendor's  software. 

• The  TEL-EDI  Base  Package  is  priced  at  $2,495.  The  TEL-EDI 
Integration  Option,  which  enables  users  to  interface  with  their 
existing  applications,  is  priced  at  $1,190. 

• Annual  maintenance  is  priced  at  $450  for  the  Base  Package  and 
$650  for  the  Base  Package  with  Integration  Option. 

• There  are  currently  over  200  TEL-EDI  installations. 


Industry  Markets  Piedmont  Systems'  customers  are  primarily  small  to  medium-sized 

businesses.  Approximately  60%  are  in  distribution,  and  the 
remaining  40%  are  manufacturing  companies.  The  company  has 
customers  in  the  tobacco,  textile,  glass,  chemical,  and  automotive 
industries. 


Geographic 

Markets 


One  hundred  percent  of  Piedmont  Systems'  revenue  is  derived 
from  the  U.S.  Future  plans  include  expansion  into  international 
markets. 
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PILOT  EXECUTIVE  SOFTWARE 


David  Friend,  President  and  CEO 
Private  Corporation 
Total  Employees:  370(12/91) 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $50,000,000 


40  Broad  Street 
Boston,  MA  02109 
Phone:  (617)350-7035 
Fax:  (617)350-7118 


The  Company 


w 

March  1992 


Pilot  Executive  Software,  founded  in  1983,  develops,  markets,  and 
supports  executive  information  systems  (EIS)  and  decision  support 
systems  (DSS)  software  for  implementing  business  intelligence 
systems  (BIS). 

• Pilot  is  a privately  held  corporation  with  solid  investment 
support.  A founding  investor,  First  Chicago  Venture  Capital,  is 
one  of  the  world’s  largest  venture  capital  firms.  Thorn  EMI,  a 
diversified  company  with  annual  sales  of  more  than  $5.5  billion, 
is  also  a major  Pilot  shareholder. 

In  September  1991,  Pilot  announced  a new  product  strategy  for 
creating  enterprise-wide  BISs,  using  the  technologies  of  local-area 
networks  (LANs),  client/server  computing,  and  open  systems 
architectures.  In  conjunction  with  this  announcement,  Pilot 
announced  a new  generation  of  LAN-based  products  and  new 
versions  of  its  mainframe  EIS  and  DSS  products  that  bring  these 
host-based  systems  into  a client/server  environment. 

In  January  1991,  Pilot  acquired  the  business  operations  of  the  TECS 
division  of  U.K.-based  Thorn  EMI  Software  in  a stock  transaction. 
This  division  was  about  equal  in  size  to  Pilot. 

• The  acquisition  included  outright  ownership  of  the  Financial 
Control  System  (FCS)  product  line  of  decision  support  systems;  a 
new  workstation-based  DSS  for  Windows  3.0;  consulting  and 
professional  services;  research  and  development;  and  worldwide 
sales  and  marketing. 

• The  acquisition  increased  Pilot's  customer  base,  expanding  its 
product  line  to  include  a DSS  offering,  and  added  a network  of 
highly  experienced  consultants,  applications  developers,  and 
technical  support  personnel. 
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Key  Products  and 
Services 


• Pilot  previously  acquired  the  U.S.  operations  of  Thorn  EMI 
Software  in  April  1989  and  Pilot  was  the  exclusive  marketer  of 
FCS  in  the  U.S. 

Pilot's  1991  total  revenue,  including  the  acquired  business  of  Thorn 
EMI  Software,  reached  an  estimated  $50  million. 

Pilot's  major  competitors  include  Comshare  and  Information 
Resources,  Inc. 


INPUT  estimates  that  approximately  85%  to  90%  of  Pilot's  1991 
revenue  was  derived  from  software  products  and  support  services 
and  the  remainder  from  consulting  professional  services. 

EIS  Products: 

Command  Center  is  Pilot's  cooperative  processing  EIS  that  enables 
corporate  MIS  departments  to  develop  systems  that  filter  and 
compress  a wide  range  of  internal  and  external  information, 
allowing  managers  and  other  decision  makers  to  review,  track,  and 
control  their  organization's  performance. 

• During  1991,  Pilot  announced  a major  upgrade  (version  4 A)  of 
Command  Center.  Command  Center  4A's  workstation  now 
supports  Windows  3.0,  providing  Command  Center  users  with  a 
more  flexible,  intuitive  graphical  user  interface  (GUI)  for  EIS 
application  development  and  use.  Through  Windows'  Dynamic 
Data  Exchange  (DDE),  Command  Center  can  communicate 
directly  to  other  Pilot  products  and  Windows  applications. 
Command  Center  can  also  now  be  used  as  a powerful  mainframe 
or  mini-based  server  for  LAN  applications. 

• Command  Center  uses  the  PC  or  Macintosh  as  the  window  into 
the  host  EIS  data.  On  the  host,  Command  Center  stores  and 
manipulates  information.  When  the  host  receives  a request  from 
the  workstation,  Command  Center  retrieves  the  data,  formats  it, 
and  presents  it  as  a series  of  colorful  text,  charts,  graphs,  and 
tables. 

• Command  Center  runs  on  a number  of  mainframe  and 
department  environments,  including  IBM  VM/CMS  and 
MVS/TSO  and  DEC  VAX/VMS.  Version  4A  will  also  soon  be 
available  for  HP/UX,  AT&T  UNIX  System  V,  and  SCO  UNIX. 
Workstation  operating  environments  include  IBM  PC  and 
compatible  computers  running  Windows  3.0,  and  Apple 
Macintosh  computers. 
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• There  are  currently  over  250  Command  Center  clients 
worldwide,  supporting  over  8,000  users. 

• Command  Center  4A  is  U.S.  priced  from  $20,000  to  $150,000, 
depending  on  the  platform  and  configuration. 

Pilot  offers  a variety  of  off-the-shelf  applications  to  enhance  the 
functionality  of  Command  Center,  including  the  following: 

• Advantage/G,  an  application  development  code  generator,  is 
used  to  develop  and  present  hierarchical  views  of  data. 

• Multipath/G  provides  drill-down  data  navigation,  exception 
reporting,  and  trend  analysis  from  information  in  relational 
tables. 

• Dimension/G  is  used  to  create  ad  hoc  queries  and  data 
presentations. 

• IMpact  addresses  short-term  issues,  crises,  and  goals,  with  ad  hoc 
reporting  structures. 

• Target  supports  data  from  various  project  management  packages 
and  allows  customers  to  trace  projects  from  within  the  EIS. 

• Compression  Grid  is  used  to  issue  ad  hoc  queries  directly  against 
a live  SQL  data  base. 

• Executive  Mail  provides  access  from  within  an  EIS  to  a host's 
electronic  mail  system. 

• NewsLink  allows  customers  to  access  news  and  information  from 
their  EIS. 

• Competitive  Analysis  uses  spreadsheet  data  files  or  data  from 
third-party  data  base  services  to  display  and  compare 
performance  data  from  other  companies. 

• Key  Performance  Ratios  allows  the  user  to  track  and  display  the 
ratios  used  to  measure  company  performance. 

• The  above  applications  range  in  price  depending  on  the 
platform. 

LightShip™,  introduced  in  September  1990,  is  a data-driven  visual 
information  access  designed  specifically  for  Windows  3.0.  The 
product  provides  access  to  company  and  external  information 
through  graphical  screen  presentations. 
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• In  January  1991,  Pilot  and  Information  Builders,  Inc.  entered 
into  a strategic  technology  agreement  whereby  Information 
Builders  is  bundling  LightShip  with  a Windows  interface  to 
PC/FOCUS,  creating  FOCUS/EIS  for  Windows. 

• In  July  1991,  Pilot  released  LightShip  version  3.0,  offering 
greater  data  access  options  and  more  performance  and  data 
presentation  flexibility.  LightShip  3.0  is  priced  at  $795. 

• LightShip  Lens™,  introduced  in  July  1991,  is  a LightShip  add-on 
product  that  provides  a graphical  data  access  interface  to  most 
popular  PC  and  LAN-based  file  types.  It  is  priced  at  $195. 

Pilot  EIS  for  LANs,  introduced  in  September  1991,  is  a Windows 
3.0-based  EIS  for  LANs  that  can  access  an  extensive  list  of  data 
sources  to  address  a range  of  business  information  requirements 
and  can  work  on  any  size  network  from  a single  laptop  to  an 
enterprise-wide  information  system. 

• Pilot  EIS  for  LANs  includes  LightShip,  which  serves  as  the  front 
end,  LightShip  Lens,  the  middleware  computation  engine,  and 
TimeBase™,  a multiuser,  multi-dimensional  time-series  data 
base  that  acts  as  the  back-end  server. 

• Pilot  EIS  for  LANs  Starter  Kit  is  U.S.  priced  at  $40,000  for  15 
users  and  three  developers.  The  kit  includes  on-site  consulting 
and  training  services. 

DSS  Products: 

FCS  is  an  integrated  mainframe  financial  planning  and  decision 
support  system  that  supports  spreadsheet,  modeling,  analysis, 
consolidation,  reporting,  graphics,  and  data  management  functions. 

• FCS  3.0,  released  in  September  1991,  is  a major  upgrade  that  is 
fully  integrated  with  Command  Center  4A.  FCS  and  Command 
Center  applications  can  now  run  as  a single  program  and  share 
data  and  variables  transparently. 

• FCS  runs  on  IBM  mainframes  under  IBM  MVS/TSO  (MVS/SP, 
MVS/XA,  MVS/ESA)  and  VM/CMS  (VM/SP,  VM/XA)  and 
DEC  VAX  systems.  FCS  3.0  is  U.S.  priced  from  $50,000  to 
$100,000,  depending  on  platform  and  configuration. 

• Pilot  also  introduced  a Windows-based  LAN  version  of  FCS  that 
supports  Dynamic  Data  Exchange  (DDE)  to  communicate  with 
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Industry  Markets 


Geographic 

Markets 


LightShip  and  other  Windows  applications.  FCS  for  LANs  is 
U.S.  priced  at  $1,295  for  a single  copy  with  volume  discounts 
available. 

• There  are  over  3,800  users  of  FCS  worldwide,  including  30  of  the 
100  largest  U.S.  corporations  and  70  of  the  100  largest  British 
corporations. 

Professional  services  provided  by  Pilot  include  training, 
implementation  assistance,  project  management,  consulting,  and 
complete  turnkey  design  and  development. 


Pilot  has  clients  in  engineering,  manufacturing,  financial  services, 
government,  pharmaceutical/health  care,  food/beverage, 
transportation,  aerospace/defense,  retail,  and 
computer/communi  cations. 

Customers  include  Unum,  Duracell,  Xerox,  Sony,  New  York  Life, 
Rockwell,  ITT  Avionics,  Chicago  Tribune,  California  Federal  Bank, 
and  Nabisco  Foods. 

Pilot  has  marketing  alliances  with  Information  Builders,  RJO, 
DMR,  Andersen  Consulting,  HBO  & Company,  and  Desktop  Data. 


Approximately  50%  of  Pilot's  1991  revenue  was  derived  from  the 
U.S.  and  50%  from  international  sources. 

Pilot's  products  are  sold  worldwide  through  Pilot's  own  direct  sales 
force,  value-added  resellers,  distributors,  and  wholly  owned 
subsidiaries  in  more  than  25  key  markets. 

U.S.  field  offices  are  located  in  Arlington  (VA),  Atlanta  (GA), 
Chicago  (IL),  Freehold  (NJ),  New  York  (NY),  and  Stamford  (CT). 

International  subsidiaries/offices  are  located  in  the  U.K.,  Germany, 
Italy,  and  France.  Distributors  are  located  in  23  key  markets, 
including  countries  such  as  Australia,  Spain,  Benelux,  and  in  the  Far 
East. 
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PKS 

Information  Services,  Inc. 

President  & CEO: 
11707  Miracle  Hills 
Omaha,  NE  68154 
Phone: 

Fax: 

Raul  Pupo 

Drive 

(402)  498-8250 
(402)  496-8670 

(_  # V 

, ■- 

Status: 

Parent 

Employees: 

Revenue. 

Fiscal  Year  End: 

* INPUT  estimate 

Subsidiary 
Peter  Kiewit  Sons' 
200  (5/95) 
$55,000,000  * 
12/31/94 

Company  Description 

PKS  Information  Services,  Inc.  (PKS)  provides 
systems  operations  outsourcing  and  systems 
integration  services  to  a range  of  commercial 
clients  across  the  U.S. 

Key  Points 

• PKS’  parent,  Peter  Kiewit  Sons’,  is  a $3  billion 
holding  company  headquartered  in  Omaha  (NE) 

• PKS  Information  Services  has  experienced 
significant  growth  in  revenue  and  employees 
since  its  inception  in  late  1988. 


with  operations  in  construction,  mining, 
telecommunications,  energy  and  information 
services.  Peter  Kiewit  has  designed  computer 
centers  for  the  Strategic  Air  Command  (SAC) 


• During  1994,  revenue  increase  approximately 
60%  over  1993  levels  and  the  company  added 
approximately  five  new  outsourcing  clients. 

• Revenue  from  noncaptive  sources  now  represents 
approximately  95%  of  total  revenue. 


and  U S WEST. 

• PKS  was  formed  in  late  1988  to  consolidate  the 
computer  center  operations  of  Peter  Kiewit’ s 
Continental  Can  business.  PKS  President,  Raul 
Pupo,  was  formerly  president  of  Genix  and  was 
responsible  for  the  start-up  of  that  business. 
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• The  company  currently  has  approximately  25 
outside  clients,  up  from  about  20  a year  ago. 

Company  Strategy 

The  company’s  strategy  is  to  provide  quality 
services  by  developing  a partnership  with  its 
customers  and  sharing  the  cost  and  responsibility 
of  satisfying  their  business  objectives. 

Financials 

INPUT  estimates  PKS  Information  Services’  1994 
revenue  reached  approximately  $55  million,  up 
60%  from  a year  ago. 

Approximately  95%  of  revenue  is  derived  from 
noncaptive  sources  and  5%  from  services  provided 
to  PKS’  parent,  Peter  Kiewit  Sons’. 

Source  of  Revenue  by  Product/Service 

Approximately  85%  of  1994  revenue  was  derived 
from  systems  operations  (outsourcing)  services  and 
1 5%  from  professional  services  consulting  and 
systems  development. 

Market  Financials 

Although  PKS  Information  Services  has  no  overt 
industry  focus,  many  of  its  clients  are  in  the 
manufacturing  industry. 

A majority  of  the  company’s  clients  are  Fortune 
500  and  large  companies.  More  than  40%  of  clients 
are  Fortune  500  companies  and  20%  are  large 
subsidiaries  of  foreign-owned  companies. 

Geographic  Markets 

One  hundred  percent  of  revenue  is  derived  from 
companies  operating  in  North  America. 

Approximately  seven  or  eight  clients  are 
subsidiaries  or  operating  units  of  companies  that 
are  headquartered  outside  the  U.S. 


Employees 

PKS  Information  Services  currently  lias 
approximately  200  employees,  up  from  about  160 
employees  a year  ago. 

Key  Products  and  Services 

PKS  specializes  in  the  systems  operations  segment 
of  the  outsourcing  market,  providing  processinu 
and  associated  support  services  to  clients  under 
long-term  contracts. 

• Systems  operations  contracts  generally  range 
from  three  to  ten  years  in  length. 

• PKS  believes  its  pricing  is  very  competitive 
compared  to  the  bigger  systems  operations 
vendors. 

PKS’  services  include  the  following: 

• Computer  Operations  Management — Includes  all 
services  necessary  to  plan,  schedule,  operate,  and 
control  the  information  processing  environment 
according  to  customers’  time-driven  and/or 
event-driven  business  activities.  These  services 
include  job  scheduling/processing,  output 
handling  and  distribution,  equipment  acquisition 
and  maintenance  and  change  notification  to  alert 
users  of  any  changes  to  their  information 
processing  environment. 

• Data  Security,  Backup  and  Recovery — These 
services  are  a standard  part  of  PKS’  systems 
operations  services  to  protect  the  customer’s 
information  against  unlawful,  unauthorized,  or 
improper  modification,  destruction,  or  disclosure. 
PKS  also  ensures  that  the  customer’s  data  is 
backed  up  according  to  its  business  requirements. 

• Technical  Services — Includes  the  systems 
software  programming  functions  necessary  to 
support  and  maintain  the  customer  s operating 
system  environment.  Specific  services  include 
the  installation  and/or  maintenance  of  the 
operating  system  and  related  systems  software 
products  to  be  compliant  with  new  software 
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releases  and  changes  in  the  customer’s  business 
operations.  Capacity  planning  and  performance 
measurement  analyses  to  tune  the  processing 
environment  and  meet  the  service-level 
expectations  of  the  customer  are  provided. 

• Help  Desk  Services — Includes  telephone  support 
24  hours  a day,  365  days  a year  by  senior 
systems  technicians. 

• Telecommunications  Services — PKS  provides 
network  engineering,  provisioning  and 
management  of  the  dedicated  data 
communications  circuits  and  other  related 
hardware. 

- Customers  may  also  receive  electronic  mail 
and  voice  mail  services  on  an  as-needed  basis. 

- Two  long-distance  gateways,  located  separately 
in  Omaha,  provide  100%  redundancy. 

- PKS  also  offers  voice  telecommunications  at 
significant  savings.  Distribution  of  service 
billing  and  cost  information,  ongoing 
management  of  service  levels,  and 
recommendations  to  improve 
price/performance  are  also  provided. 

• Disaster  Recovery  Services — PKS  has  a business 
interruption  contingency  plan  designed  to  ensure 
the  survival  of  the  business  in  the  worst  possible 
scenario.  The  plan  is  based  on  two 
components — ( 1)  prevention  and  (2)  restoration 
of  all  company  operations.  The  disaster  recovery 
strategies  implemented  by  PKS  fuse  each 
customer's  critical  business  requirements  with 
technical  and  procedural  approaches  known  to 
ensure  the  availability  of  critical  information 
systems  during  an  unexpected  outage. 

• Systems  Integration  Services — PKS  staff  is 
available  to  provide  certain  applications  software 
development  and  support  services,  including 
software  conversions,  ongoing  adaptive  and 
corrective  maintenance  of  existing  application 


systems  and  systems  integration  for  both  legacy 
and  client/server  applications.  PKS  also  designs 
and  implements  LAN  and  WAN  internetworking 
solutions. 

PKS  Computer  Center 

PKS  has  one  89,000  square  foot  computer  center 
located  in  Omaha  (NE).  The  center  is  engineered 
and  operates  as  two  independent  facilities  of 
roughly  equal  size.  The  company  also  operates  a 
Remote  Operations  Command  Center  (ROCC)  to 
minimize  service  interruptions. 

• The  computer  center  has  IBM-compatible 
mainframes  and  DEC  computers  installed. 

• The  center  was  designed  to  ensure  non-stop 
operations  for  its  customers  and  take  advantage 
of  scale  economies  in  hardware,  software  and 
overhead. 

• Customer  networks  are  configured  to  facilitate 
both. low-cost  incremental  growth  and  maximum 
uptime.  In  managing  the  network,  both  low-  and 
high-speed  data  rates  are  monitored  to  detect 
potential  service-level  problems. 

Clients 

PKS  Information  Services  currently  has 
approximately  25  clients. 

Clients  include: 

• BASF  (NJ) 

• Bradford  Exchange,  Niles  (IL) 

• Kaiser  Aluminum,  Seattle  (WA) 

• Minolta  (NJ) 

• Precision  Cast  Parts-Airfoil,  Portland  (OR) 

• Schuller  (CO) 
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Marketing  and  Sales 

PKS  Information  Services  sells  its  services  through 
a direct  sales  force. 

Competitors 

PKS  Information  Services  has  positioned  itself  as  a 
systems  operations  outsourcing  company.  The 
company  perceives  its  major  competition  to  come 
from  Electronic  Data  Systems,  IBM  ISSC  and 
Computer  Sciences  Corporation. 


Parent  Company 

Peter  Kiewit  Sons’,  Inc. 

One  Thousand  Kiewit  Plaza 
Omaha.  NE  68131 
Phone:  (402)  342-2052 
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Platinum  Software  Corporation 


Chairman:  Carmelo  Santoro 

President  & CEO:  L.  George  Klaus 

195  Technology  Drive, 

Irvine,  CA  92718-2402 

Phone:  (714)453-4000 

Fax:  (714)453-4091 


Status:  Public 

Employees:  496  (6/95) 

Revenue:  $56,153,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• Platinum  Software  Corporation  is  a provider 
of  flexible,  high-performance  client/server 
financial  accounting  applications. 

• In  February  1996,  Platinum  announced  the 
appointment  of  L.  George  Klaus  as  its  new 
chief  executive  officer  and  president.  Klaus 
has  a history  of  rebuilding  the  corporate 
stability  of  high  technology  companies, 
including  Frame  Technology,  Cadence 
Design  Systems/VALID  and  Hughes  LAN 
Systems. 

c 


• In  February  1996,  the  company  announced 
that  it  had  eliminated  approximately  60 
positions  (15%  of  its  workforce)  in  an  effort 
to  further  reduce  expenses. 

• During  the  second  quarter  of  fiscal  1996,  the 
company  announced  it  would  no  longer  be 
actively  marketing  the  Platinum®  SQL 
Enterprise  product  that  ran  on  the  Sybase 
database  and  UNIX  operating  system. 

• In  October  1995,  the  company  discontinued 
its  direct  sales  force  and  instituted  a two- 
tiered,  indirect  distribution  system. 

Company  Description 

Platinum,  founded  in  1984,  designs,  develops, 
markets  and  supports  an  integrated  family  of 
financial  management  software  products. 
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The  company’s  core  product  line,  the  Platinum 
Series,  was  the  first  financial  accounting 
software  product  designed  for  LAN-based 
environments.  In  1992,  Platinum  released 
SeQueL  to  Platinum®,  the  first  financial 
accounting  product  designed  for  client/server 
computing. 

Platinum  made  its  initial  stock  offering  in 
October  1992.  In  fiscal  1995,  it  completed  two 
private  placement  stock  offerings  to  venture 
capital  investors,  raising  $32  million 

• In  May  1995,  the  company  issued  0.23 
million  shares  of  newly  created  preferred 
stock  for  $18.2  million. 

• In  September  1994,  the  company  issued  2.5 
million  shares  of  newly  created  preferred 
stock  for  $13.8  million 

Structure  and  Operations 

Headquartered  in  Irvine  (CA).  Platinum  has 
domestic  sales  offices  in  Atlanta.  Boston, 
Chicago,  Dallas,  Orange  County  (CA),  New 
York,  San  Francisco,  Seattle,  and  Washington 
D.C.  International  sales  offices  are  located  in 
Toronto  and  Calgary  (Canada),  Auckland 
(New  Zealand),  London  (U.K.),  Sydney  and 
Melbourne  (Australia),  and  Kuala  Lumpur 
(Malaysia). 

Platinum  has  six  international  operating 
subsidiaries:  Platinum  Software  Canada,  Ltd., 
Platinum  Software  (Australia)  Pty.  Limited, 


Platinum  Software  (New  Zealand)  Limited, 
Platinum  Software  (U.K.)  Limited,  Platinum 
Software  (Ireland)  Limited,  and  Platinum 
Software  Corporation  Sdn. 

Company  Strategy 

As  a result  of  change  in  management,  the 
company  is  currently  redefining  its  strategies. 

Financials 

Platinum’s  fiscal  1995  revenue  reached  $56.2 
million,  a 5%  increase  over  fiscal  1994  revenue 
of  $53.4  million.  The  company  recorded  net 
losses  of  $5.7  million  in  fiscal  1995,  as 
compared  to  losses  of  $59.3  million  in  fiscal 
1994. 

In  the  five-year  financial  summary  shown  on 
the  following  page,  figures  for  fiscal  1994, 

1993,  and  1992  are  restated  to  reflect  the 
restructuring  of  Platinum’s  business 
operation.  These  include  revisions  in  revenue 
recognition,  changes  in  the  accounting 
treatment  for  several  acquisitions  made  in 
fiscal  1993  and  the  second  quarter  of  fiscal 

1994,  and  other  accounting  corrections  and 
adjustments. 

Software  development  expenditures  were 
approximately  $17.3  million  (31%  of  revenue) 
in  1995,  compared  to  $21.9  million  (41%  of 
revenue)  in  1994  and  $7.3  million  (26%  of 
revenue)  in  1993. 
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Platinum  Software  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

6/95 

6/94(a) 

6/93(a) 

6/92(a) 

6/91 

Revenue 

$56.2 

$53.4 

$28.1 

$15.0 

$11.1 

• Percent  change  from 

previous  year 

5% 

90% 

87% 

35% 

25% 

Income  (loss)  before  taxes 

($5.7) 

($59.3) 

($17.2) 

$0.4 

$0.2 

• Percent  change 

from  previous  year 

90% 

(245%) 

* 

100% 

100% 

Net  income  (loss) 

($5.7) 

($59.5) 

($17.2) 

$0.3 

$0.2 

• Percent  change  from 

previous  year 

90% 

(246%) 

* 

50% 

100% 

Earnings  (loss)  per  share 

($0.44) 

($4.80) 

($1.68) 

$0.04 

$0.04 

• Percent  change  from 

previous  year 

91% 

(186%) 

* 

100% 

* Percent  change  greater  than  1,000%. 

(a)  Restated  financial  results  reflect  accounting  changes  pertaining  to  license  revenue  recognition  and 


treatment  of  several  acquisitions  made  duhng  fiscal  1993  and  the  second  quarter  of  fiscal  1994. 


Revenue  Analysis  by  Product  Line: 

Approximately  64%  of  Platinum's  fiscal  1995 
revenue  was  derived  from  software  products. 
21%  from  professional  services,  14%  from 
support  services,  and  1%  from  royalty  income. 

In  the  three-year  source  of  revenue  summary 
shown  on  the  following  page,  figures  prior  to 
fiscal  1995  are  restated  to  reflect  the 
restructuring  of  Platinum's  business 
operations. 

Revenue  from  software  product  license  fees 
rose  to  $35.7  million  in  fiscal  1995,  a 19% 
increase  over  license  revenue  of  $30  million  in 
fiscal  1994.  This  growth  was  attributed  to: 


• An  increased  number  of  modules  of 
Platinum  SQL  Enterprise,  resulting  in 
approximately  $11.1  million  in  sales  of  that 
product  line  compared  to  $9.3  million  for  the 
line  in  fiscal  1994 

• Revenue  of  $3.2  million  generated  from  the 
company’s  Platinum  SQL  NT  product  line, 
released  in  December  1994 

• Previously  deferred  license  revenue  of  $8.5 
million,  as  part  of  a fiscal  1994  restructuring 

Licenses  of  the  DOS-based  Platinum 
applications  comprised  50%,  28%,  and  16%  of 
total  revenue  in  fiscal  years  1993,  1994,  and 
1995,  respectively. 
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Platinum  Software  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94  (a) 

6/93  (a) 

Products/Services 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

License  fees 

$35.7 

64% 

$30.0 

56% 

$17.4 

62% 

Consulting  and  professional  services 

11.5 

21% 

11.0 

20% 

2.4 

8% 

Support  services 

8.5 

14% 

5.7 

11% 

2.6 

10% 

Business  forms  sales 

— 

— 

6.7 

13% 

5.7 

20% 

Royalty  income 

0.5 

1% 

— 

— 

— 

— 

Total 

$56.2 

100% 

$53.4 

100% 

$28.1 

100% 

(a)  Restated  financial  results 


Consulting  and  professional  services  revenue 
rose  25%,  from  $8.4  in  fiscal  1994  to  $10.8 
million  in  fiscal  1995,  excluding  revenue  from 
certain  custom  software  development 
operations  that  were  sold  in  1994.  This 
increase  was  primarily  attributed  to  an 
increase  in  software  implementation  services 
related  to  Platinum  SQL  Enterprise  licenses. 

Revenue  from  support  services  increased 
approximately  47%  from  fiscal  1994  revenue  of 
$5.7  million  to  $8.4  million  in  fiscal  1995.  This 
growth  was  credited  to  an  overall  rise  in  the 
installed  base  of  the  Platinum  SQL  Enterprise 
product  line. 

Interim  Results 

Platinum’s  revenue  for  the  six  months  ending 
December  31.  1995  was  $22.8  million,  a 
decrease  of  18%  from  revenue  of  $27.9  million 
for  the  same  period  in  1994..  Net  losses  were 
$15.4  million,  compared  to  net  losses  of  $2.8 
million  for  the  same  period  a year  ago. 

• Revenue  declines  were  attributed  primarily 
to  the  decline  in  licensing  revenue  from  the 


company’s  Platinum  SQL  Enterprise  product 
during  the  period. 

• During  the  second  quarter  of  fiscal  1996,  the 
company  recorded  a restructuring  charge  of 
$5.6  million  related  to  the  elimination  of  the 
direct  sales  force  and  the  elimination  of  the 
Platinum  SQL  Enterprise  product  that  ran 
on  the  Sybase  database  and  UNIX  system. 

Market  Financials 

Platinum  markets  its  products  to  three  target 
segments  of  the  client/server  financial 
accounting  software  market:  the  enterprise 
segment,  the  middle  market  segment 
(companies  with  revenue  of  $50milliion  to 
$500  million),  and  the  LAN  segment. 

The  company  markets  its  software  products  to 
a range  of  industries,  such  as  banking, 
financial  services,  technology, 
telecommunications,  retail,  manufacturing, 
and  entertainment. 

Geographic  Markets 

Platinum’s  U.S.  revenue  for  fiscal  1995  was 
$38.3  million,  virtually  unchanged  from  the 

Platinum  Software  Corporation 
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prior  year.  As  a percentage  of  total  revenue, 
U.S.  revenue  continued  a downward  trend, 
representing  68%  of  total  revenue  in  fiscal 
1995,  compared  to  72%  in  fiscal  1994  and  73% 
in  fiscal  1993. 

In  the  three-year  geographic  source  of  revenue 
summary  that  follows,  figures  prior  to  fiscal 
1995  are  restated  to  reflect  the  restructuring 
of  Platinum’s  business  operations. 

International  license  revenue  increased  from 
$9.7  million  in  fiscal  1994  to  $11.0  million  in 


fiscal  1995.  This  increase  was  a result  of  the 
increased  sales  of  Platinum  SQL  Enterprise 
and  of  the  Platinum  DOS-based  product  in 
Asia/Pacific  markets. 

Revenue  from  Australasia  has  risen  to  $8.8 
million  in  fiscal  1995,  as  compared  to  $6.8 
million  in  fiscal  1994.  Australasia  revenue 
has  continued  to  increase  as  a percentage  of 
total  revenue,  from  11%  in  fiscal  1993  to  13% 
and  16%  in  fiscal  1994  and  fiscal  1995, 
respectively. 


Platinum  Software  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

6/95 

6/94(a) 

6/93(a) 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

United  States 

$38.3 

68% 

$38.3 

72% 

$20.4 

73% 

Australasia 

8.8 

16% 

6.8 

13% 

3.0 

11% 

Europe 

5.2 

9% 

4.1 

7% 

2.4 

9% 

Canada 

3.4 

6% 

2.7 

5% 

1.0 

3% 

Latin  America 

0.5 

1% 

1.4 

3% 

1.3 

4% 

Total 

$56.2 

100% 

$53.3 

100% 

$28.1 

100% 

(a)  Restated  financial  results. 


Acquisitions/Divestitures 

In  May  1994,  Platinum  announced  a 
restructuring  of  its  business  operations, 
including  plans  to  sell  certain  operations  and 
non-core  software  products  in  order  to 
reduce  operating  expenses.  During  the 
fourth  quarter  of  fiscal  1994,  the  company 
recorded  charges  of  $6.7  million  related  to 
the  restructuring. 

Business  operations  and  product  lines  sold 
as  a result  of  the  restructuring  efforts 
include: 

• Platinum’s  Latin  American  operation,  sold 
in  June  1994  to  a newly  formed  company. 

Platinum  Software  Corporation 
March  1996 


The  new  company  has  an  exclusive  Latin 
American  distribution  agreement  allowing 
the  sale  of  Platinum's  products. 

• Platinum's  business  forms  division,  Altec 
Products,  Inc.,  was  sold  in  1994.  Platinum 
entered  into  a marketing  agreement  with 
the  purchaser  whereby  it  is  granted 
exclusive  rights  to  distribute  business 
forms  for  use  with  Platinum’s  software 
products. 

• In  June  1994,  the  company  also  sold  its 
EDI  and  SeQueL  Cost  Management 
product  fines.  Platinum  retains  the  right 
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to  distribute  such  products  to  its 
customers. 

• Platinum’s  FRx  financial  report  writer 
software  product  was  transferred  to  a 
newly  formed  company  in  July  1994,  and 
Platinum  retains  a minority  interest. 
Platinum  retained  the  right  to  develop  and 
market  the  FRx  product  as  part  of  its  own 
product  line. 

• Platinum  sold  its  custom  software 
development  business  to  Perot  Systems 
Corporation  in  August  1994.  The 
companies  entered  into  a joint  marketing 
and  distribution  agreement  whereby  Perot 
became  the  preferred  provider  of  custom 
software  development  services  for  the 
Platinum  SQL  Enterprise  product  line  in 
the  U.S.,  Canada,  and  the  U.I\. 

• In  November  1994,  the  company  sold  its 
Platinum  Advanced  Manufacturing 
System  software  and  related 
manufacturing  software  applications, 
retaining  limited  distribution  rights  to  the 
Platinum  Advance  Manufacturing  System 
software. 

• In  March  1995,  Platinum  sold  its  Access  to 
Platinum  product  line  to  an  undisclosed 
third  party. 

Employees 

As  of  June  1995,  Platinum  had  496  full-time 

employees,  segmented  as  follows: 


Marketing 42 

Sales 82 

Product  development 144 

Support  services 80 

Professional  services 82 

Finance  and  administration 66 


496 


The  company  currently  has  252  employees  in 
the  U.S. 

Key  Products  and  Services 

Software 

Platinum's  software  products  are  organized 
in  three  product  lines  — Platinum  for 
Windows,  Platinum  SQL  Enterprise 
(formerly  named  SeQueL  to  Platinum)  and 
Platinum  SQL  NT.  In  addition,  Platinum 
sells  and  supports  Platinum-DOS  software 
products,  including  its  Platinum  Premier 
Financial  Applications. 

Platinum  for  Windows  and  Platinum-DOS 

Platinum  for  Windows,  introduced  in  June 
1995,  is  a Windows-based  client/server 
financial  accounting  software  package  for 
small  to  medium-sized  companies  with  PC- 
based  LANs. 

• Platinum  for  Windows  is  the  next 
generation  of  the  company’s  Platinum- 
DOS-based  and  Platinum  Premier 
accounting  applications. 

• Upgrading  from  existing  LAN-based 
environments  allows  for  transitioning  to 
client/server  computing. 

• Windows  and  DOS  concurrency  enables 
DOS  customers  to  migrate  to  the  Windows 
environment  without  requiring  data 
conversion. 

Platinum  for  Windows  modules  include: 
Premier  Ledger  with  Platinum  FRx,  Premier 
Consolidations,  Premier  Currency 
Translation,  Premier  Inter-Company 
Processing,  Foreign  Currency  Manager, 
System  Manager,  General  Ledger,  and  Bank 
Book.  The  company  has  recently  completed 
and  released  its  core  accounting  modules  for 
the  Platinum  for  Windows  product  line 
(Accounts  Receivable  and  Accounts  Payable, 
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Purchase  Order,  Order  Entry,  and  Inventory 
modules). 

The  company  also  sells  and  supports  its 
Platinum-DOS-based  integrated  financial 
software  apphcations,  introduced  in  June 
1985.  The  core  Platinum-DOS-based 
accounting  modules  include  General  Ledger, 
Accounts  Receivable,  Accounts  Payable, 
Inventory,  Order  Entry,  and  Consolidations. 
Platinum  Premier  Financial  Apphcations  are 
offered  for  larger  customers. 

Platinum  SQL  Enterprise 

Platinum  SQL  Enterprise,  formerly  named 
SeQueL  to  Platinum,  is  a client/server 
financial  and  management  information 
software  application. 

• Its  current  release  operates  on  the 
Windows  NT  server  platform. 

• The  following  modules  are  currently 
available:  General  Ledger  with  Platinum 
FRx  and  System  Manager,  Multi-Currency 
Manager,  Accounts  Receivable.  Accounts 
Payable,  Tools,  Inventory  Control,  Cash 
Management,  Order  Entry,  Publisher, 
Purchase  Order,  and  Asset  Management. 

In  late  1995,  management  announced  its 
intent  to  no  longer  actively  market  the 
Platinum  SQL  Enterprise  versions  that  ran 
on  the  Sybase  database  and  UNIX  operating 
system. 

Platinum  SQL  NT 

Platinum  SQL  NT,  introduced  in  December 
1994,  is  a client/server  financial  accounting 
software  application  designed  for  medium- 
sized companies  and  divisions  of  larger 
corporations.  It  is  designed  exclusively  for 
the  Microsoft  Windows  NT  server  platform. 


Some  of  the  new  features  of  the  Platinum 
SQL  NT  include  financial  alerts  via  E-mail 
and  tight  integration  with  Microsoft  Office. 

All  core  accounting  modules  of  Platinum 
SQL  NT  are  available,  including:  General 
Ledger  with  Platinum  FRx  and  System 
Manager,  Multi-Currency  Manager, 

Accounts  Receivable,  Accounts  Payable, 
Tools,  Inventory  Control.  Cash 
Management,  Order  Entry,  Publisher,  and 
Purchase  Order  and  Asset  Management. 

Other  Products 

Platinum  also  offers  a line  of  integration  kits 
and  database  products  that  support  its 
Platinum  for  Windows  and  Platinum-DOS- 
based  line  of  software  products.  It  licenses 
these  products  to  its  authorized  dealers, 
distributors,  consultants,  and  end  users. 

Platinum  also  serves  as  an  OEM  vendor  for 
certain  third-party  software  apphcations. 

Professional  Services 

Platinum’s  professional  services  division, 
formed  in  July  1992,  provides  consulting 
services  to  customers  in  the  design  and 
implementation  of  the  company’s  software 
products,  as  well  as  education,  training,  and 
other  services. 

The  professional  services  division  functions 
in  domestic  and  international  markets  and 
primarily  focuses  on  larger  corporate 
accounts. 

With  the  new  indirect  product  distribution 
system,  this  division  is  now  providing  formal 
training  to  dealers  and  distributors  selling 
and  supporting  the  Platinum  SQL  NT 
product. 
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Technical  Support  and  Software 
Maintenance 

Platinum  provides  technical  support  through 
telephone,  E-mail  and  facsimile  support,  and 
an  electronic  bulletin  board  via  CompuServe. 

Telephone  support  is  available  24  hours  a 
day,  five  days  a week,  via  three  support 
centers  in  Dublin  (Ireland),  Sydney 
(Australia),  and  Irvine  (CA). 

Comprehensive  training,  telephone 
consultation,  and  product  support  is 
provided  for  all  the  company’s  authorized 
dealers,  distributors,  and  consultants  in 
order  to  maximize  customer  satisfaction. 

Marketing  and  Sales 

In  October  1995,  Platinum  announced  its 
intent  to  discontinue  its  direct  sales  force 
and  focus  product  distribution  through  third- 
party  VARs  (value-added  resellers). 

Platinum  products  are  now  sold  exclusively 
through  its  distribution  channel  of  600 
Platinum  for  Windows  and  75  Platinum  SQL 
NT  authorized  dealers  and  VARs.  By  June 
1996,  the  company  expects  to  expand  its 
Platinum  SQL  NT  VAR  channel  to  150. 

Currently,  products  are  sold  in  Europe 
(including  Russia),  Latin  and  South 
America,  Africa,  Asia  and  the  Middle  East 
through  third-party  distributors  and  dealers. 

Clients 

Platinum  has  a total  installed  base  of  more 
than  40,000  customers  worldwide,  including 
Wall  Street  brokerage  firms,  banks, 
insurance  companies,  universities  and 
manufacturing  firms. 

Representative  customers  include  George 
Weston  Limited  (Canada),  University  of 


Virginia’s  Health  Services  Foundation,  and 
Cogen  Technologies  (TX). 

Alliances 

In  addition  to  its  strategic  relationship  with 
Microsoft  Corporation,  Platinum  has 
software  partnerships  with  Action 
Technologies,  Btrieve  Technologies,  Mystic 
River  Software  and  Watermark. 

Key  hardware  partnerships  are  in  place  with 
Compaq.  Digital.  Hewlett-Packard,  IBM  and 
NEC. 

Competition 

Platinum  competes  in  three  segments  of  the 
client/server  financial  accounting  software 
market. 

Competitors  in  the  enterprise  segment 
include  PeopleSoft,  Inc.,  Lawson 
Corporation,  Dun  & Bradstreet  Software 
Services,  Inc.,  SQL  Financials,  and  Oracle 
Corporation. 

In  the  middle  market  (companies  with 
revenue  from  $50  million  to  $500  million), 
Platinum  competes  with  Lawson 
Corporation,  SAP,  Oracle  Corporation, 
Flexlnternational  Software,  Inc.,  Solomon 
Software,  and  Great  Plains  Software. 

In  the  North  American  LAN  market, 
Platinum’s  competitors  include  Great  Plains 
Software.  Macola,  Inc.,  Solomon  Software, 
and  State  Of  The  Art.  Inc.  Outside  North 
America  its  competitors  in  the  LAN  market 
include  Scala  and  Systems  Union.  Ltd. 
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PointCast,  Inc. 


President 

& CEO:  Christopher  Hassett 

10101  N.  De  Anza  Boulevard 
Cupertino,  CA  95014 

C Phone:  (408)  253-0894 

Fax:  (408)  253-4058 

Internet:  http://www.pointcast.com 


Status:  Private 

Employees:  135(9/96) 


Company  Description 

PointCast,  Inc.  was  founded  in  1992  to 
provide  current  news  and  information  services 
to  viewers  via  the  Internet. 

• Journalist,  the  company’s  first  product,  was 
released  in  1992  and  is  currently  available 
exclusively  to  CompuServe  subscribers. 

• New  PointCast  products  include  the 
PointCast  Network  and  the  PointCast  I- 
Server  for  corporate  intranets,  both  released 
in  1996. 

c 
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Incorporated  into  PointCast  products  is  the 
company’s  patent-pending  SmartScreen 
technology,  which  automatically  begins 
running  up-to-the-minute  headlines  when  a 
viewer’s  computer  is  idle. 

Organization  and  Structure 

PointCast  is  headquartered  in  Cupertino 
(CA). 

PointCast’s  executives  appear  in  the  exhibit 
on  the  following  page. 


All  brand  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners. 
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PointCast,  Inc. 
Key  Executives 


Name 

Title 

Christopher  Hassett 

President  & CEO 

Gregory  Hassett 

VP  Engineering  & CTO 

John  P.  Jewett 

VP  & CFO 

Jaleh  Bisharat 

VP  Marketing 

Francis  Blot 

VP  Business 
Development 

Douglas  W.C  Boake 

VP  Pacific,  Asia,  Latin 
America 

Joe  Pistritto 

VP  Server  Systems 
Engineering 

James  P.  Reilly 

VP  Strategy 

Anna  Zornosa 

VP  Sales 

Company  Strategy 

PointCast  views  its  service  as  a new  broadcast 
medium  rather  than  an  on-line  service.  As  a 
result,  the  company  operates  like  radio  and 
broadcast  television — the  service  is  supported 
by  advertising  and  free  to  users. 

Financials 

In  July  1996,  the  company  announced  that  it 
had  concluded  a private  placement  of  more 
than  $36  million  of  Series  D preferred  stock. 

Employees 

In  January  1996,  PointCast  had 
approximately  55  employees. 

The  company  currently  has  135  employees. 

Key  Products  and  Services 

PointCast  Network 

The  PointCast  Network  broadcasts 
personalized  news,  stock  quotes,  weather, 
sports,  and  other  information  directly  to  a 
user’s  computer  screen. 


• Information  can  be  “pointcasted”  or 
customized  according  to  each  individual’s 
interest. 

• The  PointCast  Network  delivers  up-to-the- 
minute  news  and  information  to  any  user 
with  access  to  the  Internet.  PointCast’s 
patent-pending  SmartScreen  technology 
automatically  begins  running  when  a user’s 
computer  is  not  in  use,  or  viewers  can 
choose  to  activate  the  PointCast  Network  at 
their  convenience. 

• Users  can  view  current  headlines,  stock 
quotes,  and  sports  scores  on  their  screen. 

To  obtain  the  full  story  on  any  topic,  the 
viewer  clicks  on  the  headline. 

The  software  is  available  free  from 
PointCast’s  Web  site,  or  is  available  as  a 
Netscape  Navigator  plug-in. 

Content  is  provided  by  a variety  of  sources, 
including  CNN,  Time  Warner’s  Pathfinder, 
Boston  Globe,  Los  Angeles  Times,  Reuters, 
AccuWeather,  Sports  Ticker,  PR  Newswire, 
Business  Wire,  and  Standard  and  Poor’s 
Comstock  stock  ticker  service. 

PointCast  I-Server 

PointCast  I-Server  enables  companies  to 
broadcast  internal  news  on  their  own 
channels  on  the  PointCast  Network. 

• Currently  in  beta,  PointCast  I-Server 
resides  behind  a corporation’s  firewall  and 
acts  as  a local  broadcast  facility  for 
corporate  intranets.  It  extends  the 
capabilities  of  the  PointCast  Network  to 
enable  companies  to  broadcast  internal 
news  alongside  that  of  public  channels. 

• Once  PointCast  I-Server  is  installed, 
PointCast’s  SmartScreen  technology  will 
begin  running  content  from  a company’s 
private  intranet  channel  and  the  network’s 
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public  channels  when  an  employee’s 
computer  is  not  in  use. 

• The  final  release  version  of  PointCast  I- 
Server  is  expected  to  be  available  in  the  fall 
of  1996  and  will  cost  $995  per  server  CPU. 
The  software  runs  on  an  Intel-based 
personal  computer  running  Windows  NT. 

PointCast  CD  ROM  Kit 

In  August  1996,  PointCast  announced  that  it 
would  release  a CD  ROM  kit  targeted  at 
Internet  novices  who  have  never  downloaded 
free  software  on-line. 

PointCast  will  bundle  Netscape  Navigator  and 
AT&T’s  WorldNet  Service  on  the  CD-ROM  for 
consumers  who  lack  a browser  and  Internet 
service  provider.  The  company  also  plans  on 
including  a guide  book  and  30  days  of 
complimentary  phone  service  with  the  CD 
ROM,  which  is  scheduled  for  availability  in 
retail  stores  in  the  fall. 

SmartAd  Broadcast  System 

The  SmartAd  Broadcast  System  (SBS)  is  an 
ad  delivery  system  that  gives  advertisers 
greater  control  over  when  their  ads  play  on 
the  PointCast  Network,  as  well  as  increased 
broadcast  options,  such  as  the  ability  to 
purchase  media  time  by  the  week  and  the 
ability  to  increase  the  frequency  with  which 
ads  are  played. 

PointCast  Viewpoint 

PointCast  maintains  Viewpoint,  an  on-line 
magazine  for  PointCast  viewers  that  provides 
product  announcements,  news  releases, 
reference,  information,  and  links. 

Clients 

PointCast’s  primary  clients  are  end  users  who 
use  the  company’s  service  for  free,  and 
corporate  IS  managers  who  use  its  PointCast 
I-Servers  on  intranets. 


Additional  clients  are  companies  that 
purchase  advertising  space  on  the  PointCast 
SmartScreens.  These  companies  include 
Saturn,  Quarterdeck,  Fidelity  Investments, 
EDS,  MCI  One,  NationsBanc,  Microsoft,  Avis, 
and  American  Airlines. 

Alliances 

PointCast  has  alliances  and  partnerships  with 
the  following  companies: 

• Infoseek  and  PointCast  have  a technology 
agreement  that  provides  PointCast  Network 
viewers  with  an  option  for  accessing 
additional  news  and  information  via  a link 
to  Infoseek. 

• The  Audit  Bureau  of  Verification  Services 
(ABVS)  and  PointCast  have  an  agreement 
for  ABVS  to  create  a customized  auditing 
system  to  verify  the  accuracy  of  figures 
reported  by  the  SmartAd  Broadcast  System 
(SBS). 

• Netscape  Communications  and  PointCast 
have  a marketing  and  technology  agreement 
that  includes  the  availability  of  PointCast 
Network  as  a Netscape  Navigator  plug-in. 

• EDS  and  PointCast  have  a strategic  and 
technology  partnership  to  develop  products 
and  services  for  the  PointCast  Network. 

EDS  will  provide  technical  and  data  center 
support  for  the  PointCast  Network  and  also 
will  provide  backup  services  to  accommodate 
a large  number  of  simultaneous  user 
downloads.  Additionally,  the  companies 
cooperate  in  a number  of  marketing 
programs. 

• CNN  and  PointCast  have  a partnership  to 
provide  PointCast  Network  viewers  with 
CNN  news  from  around  the  world.  This 
service,  scheduled  to  begin  in  fall  1996,  will 
also  provide  options  to  viewers  to  receive 
CNN  Financial  Network  (CNNfn)  and 
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CNNSI,  a joint  venture  between  CNN  and 
Sports  Illustrated. 

Competition 

PointCast  has  no  direct  competitors  as  an  on- 
line broadcast  medium.  The  company  does 
compete  indirectly  with  off-line  readers  and 
information  services  such  as  FreeLoader  and 
First  Floor’s  Smart  Bookmarks  Software. 

INPUT  Assessment 

PointCast’s  strengths  include: 

• The  rapid  acceptance  and  widespread  use  of 
PointCast  Network  (already  over  one  million 
downloads) 

• The  appeal  of  “pointcasted”  advertising  to 
companies 


• The  emerging  market  for  intranet-based 
customizable  information  sources  tapped  by 
PointCast  I -Server 

Challenges  for  the  future  include: 

• Improving  and  updating  the  PointCast 
Network  and  related  services  to  expand  and 
elevate  the  breadth  and  quality  of  available 
information 

• Introducing  new  options  for  the  viewer 

• Corporate  adoption  of  PointCast  I-Server 

• International  versions  of  the  PointCast 
Network 
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Policy  Management  Systems 

Corporation 


Chairman  & CEO: 
One  PMSCenter 
P.O.  Box  Ten 
Columbia,  SC  29202 
Phone: 

Fax: 


G.  Larry  Wilson 


(803)  735-4000 
(803)  735-6980 


Internet: 


http://www.pmsc.com 


Status:  Public 

Employees:  5,072  (12/95) 

Revenue:  $537,302,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Policy  Management  Systems  Corporation 
(PMSC)  is  a leading  provider  of 
outsourcing,  processing,  and  professional 
services  and  software  products  to  the 
insurance  industry. 

• In  late  1995,  PMSC  continued  to  expand 
its  international  presence  with  the 
acquisition  of  Germany-based  rnicado 
Group. 


• During  1995,  PMSC  also  acquired 
strategic  technology  and  expertise  in 
Internet-based  software  systems  for  the 
financial  and  insurance  industries. 

• While  PMSC  intends  to  continue  to 
develop  applications  for  IBM  architecture 
platforms,  it  also  supports  open 
systems/UNIX  platforms,  and  intends  to 
support  Microsoft’s  major  operating 
systems  and  incorporate  object-oriented 
technology  into  its  products. 

• In  June  1995,  PMSC  sold  its  Health 
Insurance  Systems  Division,  to  focus  on 
the  company’s  core  business — property, 
casualty,  and  life  insurance  industries. 
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Company  Description 

PMSC  provides  processing,  professional, 
outsourcing,  and  electronic  information 
services,  applications  software  products,  and 
associated  support  services  to  the  insurance 
industry.  The  company  has  products  and 
services  that  serve  the  needs  of  the  property 
and  casualty,  life,  and  health  insurance 
markets. 

PMSC  was  formed  in  1974  as  the  PMS 
Division  of  Seibels,  Bruce  & Company. 

• In  September  1981,  Seibels  transferred 
the  assets  and  business  operations  of  the 
PMS  Division  to  PMSC  in  exchange  for 
shares  of  common  stock,  and  PMSC  agreed 
to  provide  services  to  Seibels  at  rates 
comparable  to  those  charged  to 
unaffiliated  customers  for  similar  services. 

• Portions  of  proceeds  from  public  stock 
offerings  made  by  PMSC  in  1981,  1983, 
1984,  and  1985  have  been  used  to 
repurchase  and  retire  PMSC  common 
stock  held  by  Seibels. 

Prior  to  1989,  PMSC  and  IBM  had  worked 
together  under  various  agreements.  In 
1989,  this  relationship  was  strengthened 
with  IBM's  acquisition  of  a 19.8%  minority 
equity  interest  in  PMSC  for  $116.8  million. 

• IBM  and  PMSC  agreed  to  work  closely 
together  to  develop  and  market  automated 
solutions  for  the  insurance  industry, 
collaborating  on  sales  and  marketing 
programs  and  systems  development  in  the 
U.S.  and  Europe. 

• In  early  1992,  PMSC  and  IBM's  services 
subsidiary,  Integrated  Systems  Solutions 
Corporation  (ISSC),  announced  an 
agreement  to  jointly  provide  outsourcing 
services  to  the  entire  insurance 


industry — property  and  casualty,  life,  and 
health. 

• As  of  December  31,  1993,  IBM’s  ownership 
interest  in  PMSC  was  16.8%. 

• In  May  1994,  PMSC  repurchased 
approximately  2.28  million  of  the  3.8 
million  shares  of  its  common  stock  held  by 
IBM  for  $56.5  million.  The  move  was  part 
of  IBM’s  strategy  to  selectively  liquidate 
its  portfolio  of  minority  interest 
investments.  The  remaining  PMSC’s 
shares  owned  by  IBM  are  being  purchased 
by  the  General  Atlantic  Partners  group,  a 
New  York-based  private  investment  firm 

• PMSC  will  continue  to  partner  with  IBM 
in  the  insurance  industry. 

Organization  and  Structure 

PMSC  is  organized  into  the  following 

groups: 

• The  Property  and  Casualty  Insurance 
Group — Headed  by  David  T.  Bailey,  this 
group  is  responsible  for  marketing  and 
supporting  the  company’s  property  and 
casualty  products  and  services. 

• The  Life  Insurance  Group — Headed  by 
Paul  R.  Butare,  this  group  is  responsible 
for  marketing  and  support  of  the 
company’s  life  products  and  services. 

• Information  Services — This  group  is 
responsible  for  the  development  and 
marketing  of  the  company’s  information 
services  products. 

• The  Industry  Markets  Group — Headed  by 
Donald  A.  Coggiola 

• The  Total  Policy  Management 
Group — This  group  is  responsible  for 
systems  operations/outsourcing  services 
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• The  Corporate  Services  Group — Headed  by 
Robert  L.  Gresham 

• The  Financial  Services  Group — Headed  by 
Timothy  V.  Williams 

PMSC  has  approximately  35  regional  and 
branch  offices  throughout  the  U.S.  Regional 
service  centers  are  in  San  Ramon  (CA), 
Sarasota  (FL),  Indianapolis  (IN),  Boston 
(MA),  Lawrenceville  (NJ),  and  Dallas  and 
Waco  (TX). 

Internationally,  the  company  has 
subsidiaries/offices  in  Australia,  Austria, 
Canada,  Denmark,  the  U.K.  (PMS  Creative), 
Germany  (PMSmicado),  Hong  Kong, 

Norway,  Singapore,  Spain,  and  Sweden. 

The  company  also  has  agents  in  Argentina, 
Japan,  Taiwan,  and  Venezuela. 

Company  Strategy 

The  company’s  mission  is  to  provide  a full 
range  of  products  to  the  insurance  industry. 
PMSC’s  strategy  includes  the  following: 


• Structuring  long-term  relationships  and 
agreements  that  provide  its  customers 
with  continuously  updated  solutions,  while 
building  a larger  base  of  recurring 
revenues.  Since  1987,  the  company  has 
increased  its  emphasis  on  the  processing 
services  market  and  providing  a range  of 
systems  operations/outsourcing  services. 

• Offering  products/services  on  a range  of 
platforms,  including  UNIX  and  Windows 
environments 

• Integrating  Internet-based  solutions  into 
its  products 

• Continued  international  expansion, 
including  additional  growth  in  Europe  and 
the  Asia/Pacific  region 

Financials 

A five-year  financial  summary  is  shown 

below. 


Policy  Management  Systems  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$537.3 

$492.7 

$453.1 

$489.3 

$411.2 

• Percent  change  from 
previous  year 

9% 

9% 

(7%) 

19% 

20% 

Income  (loss)  before  taxes 

$8.1 

($18.5) 

($66.4) 

$90.8 

$72.8 

• Percent  change  from 
previous  year 

(a) 

144% 

(72%) 

(173%) 

25% 

31% 

Net  income  (loss) 

$3.1 

($9.7) 

($56.1) 

$61.5 

$42.6 

• Percent  change  from 
previous  year 

133% 

83% 

(191%) 

44% 

15% 

Earnings  (loss)  per  share 

$0.16 

($0.46) 

($2.46) 

$2.65 

$2.21 

• Percent  change  from 
previous  year 

135% 

81% 

(193%) 

20% 

15% 

(a)  Includes  a $8. 1 million  gain  on  the  sale  of  the  health  business,  a $18.4  million  loss  on  the  disposal  of 
computer  equipment,  and  a $2.6  million  charge  related  to  the  acquisition  of  micado  Group. 
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Professional  and  outsourcing  services 
revenue  for  1995  increased  $51.7  million 
(25%)  compared  to  1994  due  primarily  to 
services  from  both  new  and  existing 
contracts  amounting  to  $51.3  million  for 
property  and  casualty  insurance  business 
and  $16.4  million  for  life  insurance 
business,  and  was  partially  offset  by  a 
decrease  in  revenue  from  the  health 
insurance  market  of  $16  million. 

• The  increase  in  property  and  casualty 
business  was  due  to  increased  services  in 
both  the  domestic  and  international 
markets.  The  increase  in  the  domestic 
market  was  due  to  increase  in  volume 
related  to  the  governmental  and  residual 
markets  for  total  policy  management 
outsourcing  services.  The  increase  in  the 
international  market  of  $28.2  million  was 
principally  due  to  the  acquisition  of 
Creative  Group  Holdings  Limited  in 
December  1994  and  new  services 
contracts  in  Europe,  Canada,  and  the 
Asia/Pacific  region. 

• The  increase  in  life  insurance  business  is 
principally  the  result  of  volume  increases 
relating  to  both  new  and  existing 
outsourcing  contracts  and  a new 
agreement  for  total  policy  administration 
services  in  the  domestic  market,  and  to 
an  increase  in  the  volume  of  professional 
and  outsourcing  services  related  to  new 
contracts  in  Europe. 

Information  services  revenue  decreased 
$20.7  million  (11%)  from  1994  to  1995  due 
principally  to  a $23.3  million  decrease  in 
revenue  related  to  PMSC’s  domestic 
property  and  casualty  automobile  and  risk 
information  services  business,  partially 
offset  by  a $2.6  million  (5%)  increase  in  life 
information  services  revenue  (principally 
attending  physician  statements  and 
medical  history  reports). 


Revenue  from  initial  licenses  increased 
$10.7  million  (28%)  compared  to  1994, 
primarily  due  to  an  increase  in  property 
and  casualty  insurance  licensing  activity  of 
$16.2  million.  This  increase  is  primarily 
the  result  of  a $13.6  million  increase  in 
international  licensing  activity,  related 
principally  to  licensing  activity  of  Creative. 

Domestic  property  and  casualty  insurance 
licensing  revenues,  which  increased  $2.6 
million  for  1995,  include  $4.0  million  in 
nonrecurring  revenue  related  to  a source 
code  license  agreement  with  a cross- 
industry vendor.  Also  included  is  $3.3 
million  from  a distribution  agreement  and 
$1.5  million  from  a marketing  arrangement 
for  a UNIX-based  version  of  the  POINT 
system,  both  with  NCR  Corporation. 

Monthly  license  revenue  for  1995  increased 
$2.3  million  (4%),  primarily  due  to  an 
increase  of  $2.0  million  due  to  the 
acquisition  of  Creative,  a $1.8  million 
increase  in  revenue  from  licensing  activities 
in  the  property  and  casualty  domestic 
market,  and  a $1.2  million  increase  in 
maintenance  related  to  servicing  life 
insurers  in  the  Nordic  market.  This 
increase  was  partially  offset  by  a $2.8 
million  decline  in  other  licensing  activity, 
principally  in  the  health  insurance  systems 
business. 

Revenue  Analysis  by  Product/ Service 
Approximately  48%  of  PMSC’s  1995 
revenue  was  from  outsourcing  and 
professional  services,  32%  from  electronic 
information  services,  and  19%  from 
software  licenses. 

A three-year  summary  of  PMSC’s  revenue 
by  product/service  follows: 
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Policy  Management  Systems  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Professional  services  & 
outsourcing 

$260.3 

48% 

$208.6 

42% 

$183.5 

41% 

Electronic  information 
services 

172.3 

32% 

193.0 

39% 

191.7 

42% 

Software  licensing 

102.1 

19% 

89.1 

18% 

74.8 

17% 

Other 

2.6 

1% 

2.0 

1% 

3.2 

- 

Total  * 

$537.3 

100% 

$492.7 

100% 

$453.1 

100% 

* Differences  due  to  rounding. 


Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1996  reached  $270.5  million,  a 9%  increase 
over  $266.9  million  for  the  same  period  in 
1995.  Net  income  was  $27.4  million, 
compared  with  net  income  of  $23.4  million 
for  the  same  period  a year  ago. 

• Total  licensing  revenue  for  the  period 
reached  $50.1  million,  a 4%  increase  over 
$48.2  million  for  the  same  period  in  1995. 

• Professional  services  and  outsourcing 
revenue  increased  11%  to  $140.1  million, 
compared  with  $126.7  million  for  the  first 
six  months  of  1995. 

• Property  and  casualty  business 
(excluding  information  services)  was 
$141.9  million,  up  from  $131.5  million  for 
the  same  period  a year  ago. 


• Life  insurance  systems  and  services 
business  reached  $82.3  million,  up  from 
$66.2  million  for  the  same  period  in  1995. 

Market  Financials 

Virtually  100%  of  PMSC’s  1995  revenue 
was  derived  from  the  insurance  industry. 

PMSC's  target  market  for  its  products  and 
services  is  property  and  casualty  insurance 
companies,  group  life  and  health  providers, 
as  well  as  independent  agents  and 
adjusters.  The  company  also  offers  its 
software  products  and  related  automation 
support  services  in  foreign  countries. 

Geographic  Markets 

Approximately  76%  of  PMSC’s  1995 
revenue  was  derived  from  the  U.S.  and  24% 
from  international  sources. 

A three-year  summary  of  geographic 
sources  of  revenue  follows: 
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Policy  Management  Systems  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$410.5 

76% 

$417.8 

85% 

$394.7 

87% 

Canada 

23.1 

4% 

20.2 

4% 

19.5 

4% 

Europe 

71.5 

13% 

33.0 

7% 

24.9 

6% 

Asia 

32.2 

6% 

21.7 

4% 

14.0 

3% 

Total  * 

$537.3 

100% 

$492.7 

100% 

$453.1 

100% 

* Differences  due  to  rounding. 


A majority  of  PMSC’s  revenues  are  derived 
from  the  U.S.  The  company  has  clients  in 
33  countries. 

Acquisitions 

In  November  1995,  PMSC  acquired  certain 
assets  of  Virtual  Insurance  System,  Inc. 
(ViLink)  of  Mountain  View  (CA). 

• The  transaction  provides  PMSC  with 
strategic  technology  and  expertise  in 
Internet-based,  computer  software 
systems  for  the  financial  and  insurance 
industries. 

• ViLink  has  designed  the  architecture  for  a 
product  that  will  allow  insurance 
companies  to  conduct  secure,  valued-added 
business  transactions  across  the  Internet. 
ViLink’s  “Virtual  Insurance  Link”  will 
provide  the  information  delivery  services 
over  the  Internet,  initially,  for  the 
products  and  services  of  CYBERTEK,  a 
subsidiary  of  PMSC,  then  other  product 
lines  will  follow. 

In  October  1995,  PMSC  acquired  the  micado 
Group  of  Hennef  (Germany)  for 
approximately  $30.8  million.  The 
acquisition  was  accounted  for  as  a purchase. 


• micado  serves  German  financial  markets 
with  object-oriented,  client/server 
solutions.  Its  strengths  lie  in  the 
development  of  object-oriented  software,  in 
OS/2  and  Windows  application 
programming,  and  in  the  design  and 
implementation  of  client/server  solutions. 

• micado  had  approximately  100  employees 
at  the  time  of  the  acquisition  and  1994 
revenue  of  $11.6  million. 


• micado  now  operates  as  PMSmicado. 


In  December  1994,  PMSC  acquired  Creative 
Group  Holdings  Limited  of  the  U.K.  for 
$19.2  million  in  cash.  The  acquisition  was 
accounted  for  as  a purchase. 


• Creative  is  a provider  of  software  solutions 
and  professional  services  to  the  general 
insurance  industry,  especially  to  medium- 
sized general  insurance  companies. 

• Creative  had  1994  revenue  of 
approximately  $18.5  million,  200 
employees,  and  offices  in  England, 
Australia,  and  Southeast  Asia. 
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• The  transaction  resulted  in  the  addition  of 
approximately  70  clients  in  15  countries 
worldwide  to  PMSC’s  client  base. 

• Now  known  as  PMS  Creative  Ltd.,  this 
acquisition  provides  PMSC  with 
INSURE/90,  a leading  midrange  property 
and  casualty  solution  in  Europe. 

In  December  1994,  PMSC  acquired  the 
processing  and  development  services 
division  of  Continental  (U.K.)  located  in 
Docklands  (England).  Now  called  London 
Insurance  Services,  these  operations 
specialize  in  processing  services  and 
developing  client/server  solutions  for  the 
London  reinsurance  market. 

Divestitures 

During  1995,  after  extensive  evaluations, 
PMSC  decided  to  exit  the  risk  services 
portion  of  its  property  and  casualty 
information  services  businesses  due  to 
continued  declining  sales  and  earnings  and 
multiple  years  of  major  catastrophic  losses 
affecting  this  industry. 

• The  risk  information  services  business 
reported  revenue  of  $22.7  million  for  1995 
and  an  operating  loss  of  $4.2  million 

• PMSC  has  restructured  its  property  and 
casualty  information  services  business  and 
has  stopped  providing  certain  data 
collection  services,  including  property 
inspections,  commercial  audits,  and  pre- 
employment checks. 

• As  a result,  PMSC  recorded  restructuring 
charges  of  $3.7  million  during  1995  for 
disposal  and  severance  charges  related  to 
exiting  these  operations. 

In  June  1995,  PMSC  sold  its  Health 
Insurance  Systems  Division,  to  focus  on  the 


company’s  core  business — property, 
casualty,  and  life  insurance  industries. 

• The  division  was  bought  by  Health 
Information  Systems  Corporation  for 
approximately  $9.3  million. 

• The  health  division  reported  a revenue  of 
$3.8  million  (less  than  3%  of  PMSC’s 
revenue)  in  the  first  quarter  of  1995. 

Employees 

As  of  December  31,  1995,  PMSC  had  a total 
of  5,072  employees  located  in  offices  in 
North  America,  Europe,  and  Australia,  of 
which  4,655  were  full-time  employees. 

Key  Products  and  Services 

PMSC  currently  offers  more  than  100 
business  solutions,  including  more  than  70 
software  products.  The  company's  current 
software  products  and  information  services 
are  summarized  in  the  exhibit. 

PMSC’s  primary  software  systems  currently 
run  on  midrange  and  large  scale  IBM  and 
compatible  computers  using  most  IBM 
operating  systems.  In  addition,  a number  of 
systems  run  on  intelligent  workstations. 
PMSC  also  supports  an  open  systems 
strategy  providing  for  host-based  software 
components  to  be  converted  to  certain  UNIX 
platforms. 

PMSC’s  software  products  automate  most 
insurance  processing  functions,  including 
various  underwriting,  claims,  accounting, 
financial  and  regulatory  reporting,  and  cash 
management  functions. 

• Software  is  licensed  under  standard 
nonexclusive  and  non-transferable  license 
agreements  that  generally  have  a non- 
cancelable,  minimum  term  of  six  years, 
and  provide  an  initial  license  and  a 
monthly  charge. 
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• PMSC  customers  may  use  software 
licensed  from  the  company  on  a remote 
processing  basis  through  PMSC's  data  and 
remote  service  centers  located  in  Columbia 
(SC),  Toronto  (Canada),  Dallas  (TX), 
Boston(MA),  Lawrenceville  (NJ),  Bergen 
(Norway),  and  North  Ryde  (Australia). 

Series  III  technologies  serve  as  a platform 
for  the  company’s  systems.  Series  III 
supports  client/server  processing  using 
relational  databases,  graphical  user 
interfaces,  and  imaging  technologies  to 
provide  a seamless  flow  of  information 
between  insurance  agents,  branch  offices, 
and  the  home  office  of  insurance  companies. 

• A primary  objective  of  Series  III  is  the  full 
integration  of  the  information  and  data 
gathering,  processing,  underwriting, 
claims  handling,  and  reporting  processes 
for  providers  of  insurance  to  create  a 
cooperative  processing  environment  where 
insurance  professionals,  using  advanced 
intelligent  workstations,  can  process 
multiple  task  concurrently  with  minimal 
clerical  support  and  data  entry. 

• Release  8 of  Series  III  is  scheduled  to  be 
available  the  second  half  of  1996. 

• The  continued  development  of  Series  III 
will  incorporate  workers’  compensation 
insurance  functionality,  object-oriented 
technology,  and  functionality  on  Microsoft 
32-bit  operating  systems. 

• PMSC  continues  to  provide  solutions  to 
the  property  and  casualty  insurance 
industry  through  its  Series  II  products,  an 
earlier  generation  of  solutions  that  are 
traditional  mainframe  or  PC  products. 


These  products  have  recently  been 
enhanced  to  accommodate  processing 
dates  for  the  year  2000  and  beyond. 

The  POINT  System,  PMSC’s  midrange 
solution  for  the  U.S.  and  Latin  American 
property  and  casualty  insurance  market,  is 
being  reengineered  to  produce  client/server 
capabilities  featuring  a graphical  user 
interface-based  client  and  application  for 
multiple  servers.  POINT  Open,  under 
development,  will  use  object-oriented 
techniques  for  multiple  platforms. 

CyberLife  is  PMSC’s  client/server  software 
solution  for  the  life  insurance  and  financial 
services  industries. 

Outsourcing  services  range  from  processing 
for  highly  regulated  lines  of  business,  such 
as  Massachusetts  automobile  and 
automobile  assigned  risk  plans,  to  providing 
complete  processing  capabilities  for  all  or 
most  of  a customers’  business  by  making 
available  software  systems  licensed  from 
PMSC  on  a remote  basis,  to  assuming 
complete  system  management,  processing, 
and  administrative  support  responsibilities 
for  a customer,  including  complete 
policyholder  services  and  claims  support. 

• Total  Policy  Management  (TPM)  combines 
automation,  information,  and  policy 
processing  for  insurance  companies. 
During  1995,  PMSC  began  providing  TPM 
services  to  life  insurers  as  CyberSourcing 
services. 

• Outsourcing  services  are  provided  from 
data  centers  in  North  America,  Europe, 
and  Australia. 
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Exhibit 

Policy  Management  Systems  Corporation 
Applications/Products 


PRODUCT/DESCRIPTION 

PRODUCT/DESCRIPTION 

Insurance  Industry  Software  Products 

Property  & Casualty  Products  (continued) 

BCWS*  - Billing  and  Collection  Workstation 

FWS  - Financial  Workstation 

CIWS*  - Client  Information  Workstation 

FMS  - Financial  Management  System 

CIS/3270  - Client  Information  System 

IMIS  - Insurance  Management  Information  System 

DWS*  - Disbursement  Workstation 

MIS*  - Management  Information  System 

Judgment  Processor 

PSWS*  - Product  Support  Workstation 

Comments*  (General  Office) 

RMS*  - Reinsurance  Management  System 

Corporate  Hierarchy  Facility* 

ACA  - Advanced  Communications  Access 

MEP*  - Media  Enabling  Platform 

AWS  - Agency  Workstation 

PEI  - Print  Enabling  Interface* 

MMS  - Micro  Mainframe  System 

WIP*  - Work  In  Process 

Rating  Processor 

MDS*  - Management  Decision  Support 

UWS*  - Underwriting  Workstation 

IAP*  - Integrated  Application  Platform 

POINT  - AS/400  P&C  Processing  System 
ALR  - All  Lines  Rating  for  POINT 

Property  & Casualty  Products 

AFG  for  POINT  - Advanced  Forms  Generation 

BCMS  - Billing  and  Collection  Management  System 

CWS*  - Claims  Workstation 

CHS  -Claims  Handling  System 

PMS  Version  VII  - Policy  Management  System 

CCWS*  - Contracts  and  Commissions  Workstation 

DAP  - Document  Automation  Platform 

BCM  - Business  Case  Monitor 

AWARDS  - Automated  Writing  and  Rating  of 
Dwellings  System 

CAPE  - Commercial  Automobile  Processing 
CARS  - Computer  Automobile  Rating  System 
CABILS  - Customer  All-Lines  Billing 
FIPS  - Flood  Insurance  Processing  System 
Massachusetts  Automobile 
SPARE  - System  to  Process  Assigned  Risk 
Texas  Commercial  Processing  System 
UCS  - Universal  Control  System 

* Series  III  system 

(continued) 
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Exhibit  (cont.) 

Policy  Management  Systems  Corporation 
Applications/Products 


PRODUCT/DESCRIPTION 

PRODUCT/DESCRIPTION 

Life  Products  and  Services 

CyberLife/ES  - Client/server-based  administration 
system  for  traditional  and  advanced  products. 
Includes  the  following: 

- CyberLife/BE  (Business  Enablers) 

- CyberLife/DS  (Decision  Support) 

- CyberLife/NB  (New  Business) 

- CyberLife/AD  (Administration) 

CyberSupport  - Customized  services,  including 
consulting,  enhancement  development,  upgrades, 
conversions,  migration  support,  education  and 
training 

CyberSourcing  - Third-party  administration,  facilities 
management,  or  PMSInfinity 

PMSInfinity  - Applicant  underwriting  information 
gathering  service 

DecisionWise  - Decision  support  system 

CIS/3270  - Client  Information  System 

DAP  - Document  Automation  Platform 

Life  and  Health  Information  Services 

CAPSIL  - New  business  and  administrative  support 

Insurance  on  the  Internet 

ViLink  Exchange  - Used  by  sales  channels  to  deliver 
information  between  insurance  product  and  service 
providers 

ViLink  Integrator  - Used  by  firms  providing  insurance 
products  and  service  providers  to  deliver  information 
content  and  act  as  a gateway  to  back  office  systems 
and  support  for  interactive  services 

Information  Services 

Knowledge  21  - Network  of  underwriting  and  claims 
information  from  diverse  suppliers  provided  through  a 
single  point  of  access 

Automated  Information  System  (AIS)  - Integrated 
information  order,  delivery,  evaluation,  and 
management  platform 

A-PLUS  - Industry-sponsored  property  and  liability 
claims  database 

Auto  Class  Evaluation  (ACE)  - Transaction-based 
verification  services 

California  Index  of  Activity  - MVR  activity  database 

UNCLE  from  DATEQ  Information  Network  - 
Automobile  claims  histories  database 

Minnesota  Database  of  MVRs 

Motor  Vehicle  Reports  (MVRs) 

MVR  History  Database 

South  Carolina  Violation  File  - Violation  database  for 
South  Carolina 

Undisclosed  Driver  Information  (UDI)  - Licensed 
driver  database 

Mileage  Verification  Program  - Automated  calculation 
of  miles  to  work  and  annual  mileage 

Comp-U-Claim  (CUC)  - Micro-based  claims 
estimating  system 

Comp-U-Value  (CUV)  - Micro-based  estimating 
system  for  replacement  costs 

Consumer  Credit  Reports  from  Trans  Union 

Location  Reports  - Database  address  location  service 

GeoVision  - PC  mapping  system  linking  user’s  policy 
database  with  commercial  geographic  databases  to 
perform  exposure  analyses  with  a geographic 
perspective 
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Electronic  information  services,  designed  to 
assist  insurance  professionals  in  making 
better  decisions  about  risk  selection, 
pricing,  and  claims  settlements,  currently 
include  motor  vehicle  reports  (driving 
record),  credit  reports  and  histories, 
property  claims  estimating,  physician 
reports  and  medical  histories,  as  well  as 
undisclosed  driver  information,  driver 
mileage  verification,  and  claims  histories 
provided  through  PMSC’s  database 
services. 

Professional  services  provided  by  PMSC 
include  business  needs  analysis,  consulting, 
implementation  support,  and  educational 
courses.  These  services  are  generally 
provided  under  time  and  materials 
contracts,  with  some  fixed-price 
arrangements. 

• PMSC  offers  a selection  of  hands-on 
classes  to  familiarize  customers  with  the 
use  of  systems.  Classes  can  be  taught  at 
the  customer’s  site  or  at  PMSC’s  home 
office. 

• Education  Services  also  provides  a 
Resource,  Evaluation  and  Planning 
Service  to  help  customers  identify  their 
training  needs. 

Clients 

U.S.  clients  include — Fremont  Mutual 
Insurance  Company,  Ohio  Casualty 
Insurance  Group,  Florida  Joint 
Underwriting  Association,  Tennessee 
Farmers  Mutual  Insurance  Company, 
Superior  Insurance  Company,  Connecticut 
Mutual  Life  Insurance  Company, 
Columbian  Mutual,  Security  Benefit  Life, 
Farm  Bureau  Mutual  Insurance  Company, 
West  Bend  Mutual  Insurance  Company, 
USLIFE  Systems  Corporation,  Farmers 
Alliance  Mutual  Insurance  Company, 
Republic  Insurance  Company,  Medical 


Mutual  Liability  Insurance  Society  of 
Maryland,  Condor  Insurance  Company, 
Chrysler  Insurance  Company,  INC  Group, 
SECURA  Insurance  Company,  Western 
Pioneer  Insurance  Company,  the  U.S. 

Postal  Service,  The  Commerce  Group,  Inc., 
Fireman’s  Fund  Insurance  Company, 
Lincoln  Benefit  Life  Company,  Surety  Life 
Insurance  Company,  GEICO,  Chubb  Life, 
Great  American  Life,  Midland,  Principal 
Financial,  GeneraLife 

International  clients  include — Seguros 
Probursa  S.A.  (Mexico),  Alfa  Livsforsiknng 
(Norway),  Norsek  Liv  (Norway),  I\LP 
(Norway),  Vital  Forsikring  (Norway), 
Segruros  Colpatria  (Columbia),  Co- 
Operators  General  Insurance  Company 
(Canada),  Allstate  Insurance  Company  of 
Canada,  Shin-Fu  Life  Insurance  Company 
(Taiwan) 

Marketing  and  Sales 

PMSC  markets  it  products  and  services 
through  a staff  of  approximately  165 
employees,  including  salesmen  and 
marketing  support  personnel,  most  of 
whom  are  specialists  in  the  insurance 
industry. 

The  company  offers  its  software  products 
and  services  in  33  foreign  countries.  In 
addition  to  its  own  software  products,  the 
company  markets  third-party  software 
products  to  its  customers. 

Alliances 

PMSC  has  alliances  with  various  vendors 
as  follows: 

• NCR — A strategic  alliance  to  jointly 
market  PMSC’s  Series  III  systems 
worldwide  to  insurance  companies 
implementing  NCR  UNIX-based  solutions 
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• PMSC  has  a development  and  marketing 
agreement  with  IBM  related  to  Series  III. 
PMSC  also  has  a value-added  reseller 
agreement  with  IBM  for  the  AS/400  in 
conjunction  with  the  company’s  midrange 
POINT  system. 

• PMSC  has  joined  Oracle’s  Business 
Alliance  Program,  Sybase’s  Open 
Solutions  Partners  Program,  and 
Microsoft’s  Solution  Developer  to  support 
its  open  systems  strategy. 

• Fair,  Issac  and  Company  Inc. — A 
marketing  alliance  for  the  U.S.,  Canada, 


and  Europe  whereby  PMSC  can  market 
Fair  Issac’s  Underwriting  Strategy 
Execution  & Reporting  (USER)  system 
and  Fair.  Issac  will  market  PMSC’s 
Automated  Information  System 

• Trans  Union — Supplying  motor  vehicle 
reports  and  claims  history  information  in 
support  of  PMSC’s  information  services 

Competitors 

Major  competitors  include  The  Continuum 

Company  (CSC)  and  EDS. 
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Power  Computing  Company 


President:  Robert  R.  Andrews 

1930  Hi  Line  Drive 
Dallas,  TX  75207 

Phone:  (214)  655-8822 

Fax:  (214)  655-8836 


Status:  Subsidiary 

Parent:  McDermott  Incorporated 

Employees:  210 

Revenue:  $ 36,000,000 

Noncaptive  Revenue:  $ 30,000,000 

Fiscal  Year  End:  3/31/94 


Key  Points 

• Power  Computing  provides  computer 
operations  and  support  services  and  is 
the  nation's  largest  commercial  supplier 
of  supercomputing  services.  The 
company  has  been  supplying 
information  services  for  more  than  30 
years. 

• A steady  increase  in  systems  operations 
revenue  over  the  past  three  years  has 
offset  declines  in  scientific  and 
engineering  utility  processing  services. 


• The  company  has  long-standing 
expertise  in  the  oil/gas  and  utility 
industries,  but  is  deriving  an  increasing 
percentage  of  revenue  from  other 
markets,  including  manufacturing  and 
health  care. 

• In  January  1994,  Power  Computing 
signed  its  first  Applications  Support 
Services  agreements  with  Dr.  Pepper, 
Colonial  Savings  and  Loan  and 
Southwestern  Bell  Mobile  Systems.  The 
services  were  introduced  last  year  as  an 
extension  of  Power  Computing's 
outsourcing  services. 

Company  Description 

Power  Computing  provides  systems 

operations,  professional  services  and 
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processing  services  to  clients  across 
industries.  Services  range  from 
applications  consulting  and  support  to 
relocating  entire  data  center  operations  to 
Power  Computing’s  data  center. 

The  company  also  provides  all  data 
processing  services  for  its  parent, 
McDermott  International,  Inc. 

McDermott,  a $3  billion  corporation 
headquartered  in  New  Orleans  (LA),  as 
well  as  its  subsidiaries,  manufacture 
steam-generating  equipment, 
environmental  equipment  and  defense 
and  aerospace  products.  McDermott  also 
provides  engineering  and  construction 
services  to  the  off-shore  oil  and  gas 
industry. 

Power  Computing  was  founded  in  1963  as 
part  of  University  Computing  Company 
(later  named  UCCEL). 

• In  1986,  Power  Computing  became  part 
of  Babcock  & Wilcox  Company,  an 
operating  unit  of  McDermott. 

• Effective  April  1,  1994,  Power 
Computing  became  a wholly  owned 
subsidiary  of  McDermott,  with  President 
Robert  Andrews  reporting  to  Brock 
Hattox,  McDermott's  chief  financial 
officer. 

Company  Strategy 

Power  Computing's  strategy  is  to  provide 
reliable,  high-quality  systems 
management  services  to  its  clients. 

There  is  a range  of  companies  across 
industry  sectors  looking  to  minimize  their 
data  processing  expenditures.  As  an 
outsourcer,  the  most  effective  way  to 


reduce  these  costs  is  to  provide  precise 
systems  management  expertise.  Power 
Computing  is  able  to  offer  a range  of 
outsourcing  services  with  flexible 
solutions  to  match  customer  business 
needs. 

As  the  company's  Control  Data  and  Cray- 
based  scientific/engineering  utility 
processing  services  continue  to  decline, 
there  is  increased  focus  on  the  systems 
operations  and  professional  services 
activities  of  the  company. 

Power  Computing  also  plans  to  extend  its 
services  to  managing  and  support  the 
client/server  platform  based  on  market 
demand. 

Financials 

Power  Computing's  total  fiscal  1994 
revenue  was  $36  million,  approximately 
the  same  as  in  fiscal  1993.  Approximately 
17%  ($6  million)  of  revenue  came  from 
services  provided  to  various  units  of 
McDermott. 

• Lack  of  revenue  growth  was  attributed 
to  continuing  declines  in  utility 
processing  revenue  which  were  offset  by 
increases  in  the  systems  operations 
business. 

• Systems  operations  revenue  increased  by 
40%  over  fiscal  1993  levels. 

Market  Financials 

Power  Computing  clients  include 
energy/oil  and  gas,  electric  power/nuclear 
utility,  health  care,  manufacturing, 
telecommunications  and  transportation 
companies,  as  well  and  federal  and  state 
governments. 
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Due  to  its  historical  background  and  its 
parent  company’s  business  focus,  many 
Power  Computing  clients  are  from  the 
energy/oil  and  gas  industries. 

Approximately  17%  ($6  million)  of  Power 
Computing's  fiscal  1994  revenue  was 
derived  from  various  units  of  McDermott. 
The  remaining  83%  ($30  million)  of 
revenue  was  derived  approximately  as 
follows: 


Energy/oil  and  gas 25% 

Health  care 15% 

Electric  power/nuclear  utility ..  10% 

Manufacturing 10% 

Transportation 5% 

Federal  government 15% 

Other 20% 


100% 

Power  Computing  targets  companies  with 
annual  data  processing  expenditures 
ranging  from  $1  million  to  $50  million. 

Revenue  by  Product /Service: 

Power  Computing's  $30  million  in 
noncaptive  revenue  for  fiscal  1994  was 
derived  approximately  as  follows: 


Systems  operations 60% 

Professional  services 25% 

Processing  services 15% 


100% 

Systems  operations  revenue  is  derived 
from  all  the  industries  targeted  by  Power 
Computing. 

Professional  services  revenue  comes 
primarily  from  federal  and  state 
government  clients. 


Processing  services  revenue  comes  from 
Control  Data  and  Cray-based  scientific 
and  engineering  utility  processing  services 
provided  to  the  energy/oil  and  gas  and 
utility  industries. 

Geographic  Markets 

Approximately  98%  of  Power  Computing's 
noncaptive  revenue  is  derived  from  the 
U.S. 

Power  Computing  has  the  capability  to 
service  clients  anywhere  in  the  U.S.  Its 
present  client  base  is  concentrated  mostly 
in  the  southeastern  U.S.  and  Texas, 
however  the  company  has  customers 
across  the  southern  half  of  the  U.S. (below 
St.  Louis),  from  California  to  Florida. 

Power  Computing  has  approximately  210 
employees,  segmented  as  follows:  * 


Marketing  and  sales 26 

Customer  support 12 

Professional  services 40 

Computer  operations 103 

General  and  administrative 29 


210 

Key  Products  and  Services 

Power  Computing  provides  a range  of 
systems  operations,  as  well  as  professional 
and  processing  services. 

The  company's  multiplatform,  multi- 
environment Dallas  data  center  provides 
support  seven  days  a week,  24  hours  a 
day.  The  data  center  houses  IBM,  DEC 
VAX,  Control  Data  Cyber  and  Cray 
computers.  Operating  systems 
maintained  in  these  environments  include 
MVS/ESA,  MVS/XA,  VMS,  VM/ESA, 
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VSE/ESA,  VM/SP,  VMS,  DOS/VSE, 
NOS/VE,  N0S2,  UNIX,  AIX  and  UNICOS. 

Applications  Support  Services: 

The  Applications  Support  Group  provides 
a range  of  services  to  companies  that  use 
vendor-written  software  packages.  The 
group  supports  financial,  human  resource 
and  payroll  applications  from  companies 
such  as  Dun  & Bradstreet  Software 
Services,  JD  Edwards,  Walker  Interactive 
Products,  SAP  America  and  GENESYS. 

Power  Computing  provides  a range  of 
technical  and  consulting  services  for 
applications  maintenance  management 
functions,  including  project  consulting 
services,  applications  support  and 
development  and  special  project 
assistance. 

• Application  Support  Services  are 
available  for  short-term  or  long-term 
projects.  Applications  can  be 
maintained  on-site  at  the  company  or  at 
Power  Computing's  Dallas  data  center. 

• Professional  consulting  services  include 
system  installation,  implementation, 
upgrades  or  modifications,  interface 
creation,  report  writing,  system 
conversion,  application  training  and 
system  orientation  and  accounting. 

• In  addition,  the  group  provides  24-hour, 
on-call  technical  support  for  system 
applications,  including  batch  cycle 
monitoring,  scheduling  assistance  and 
production  and  special  run  abend 
resolution. 

Systems  Operations: 


Power  Computing  offers  management  of 
any  data  center  function-systems 
programming,  tape  operations,  DASD 
management,  printer  operations, 
production  control,  capacity  planning, 
conversion  of  files  and  applications  to 
Power  Computing  facilities,  disaster 
recovery  plans  and  other  services. 

Services  are  generally  provided  under  *' 
contracts  ranging  from  three  to  five  years. 

Facilities  Management: 

Services  include  full  management  of  client 
data  center  operations  at  the  Power 
Computing  Dallas  data  center,  including 
hardware  software  and  network  support. 

Services  are  generally  provided  under 
contracts  ranging  from  three  to  five  years. 

Transitional  Outsourcing: 

Power  Computing  provides  interim 
processing  services  for  clients  in  a period 
of  unanticipated  change  or  demand,  such 
as  relocation,  downsizing,  reorganization, 
acquisition,  merger  or  platform  migration. 

Transitional  planning  and  ongoing  help 
desk  support  services  are  also  provided. 

Services  are  generally  provided  under 
contracts  ranging  from  three  to  five  years. 

Network  Services: 

Power  Computing  offers  full-range  design, 
planning  and  implementation  services,  as 
well  as  daily  management  of  data  flow 
and  network  availability  and 
maintenance.  The  network  control  center 
staff  continually  monitors  communications 
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between  the  Power  Computing  data  center 
and  client  locations  (including  McDermott 
operations)  worldwide. 

Professional  Services: 

Power  Computing  consultants  work  with 
clients  to  align  information  systems^ 
solutions  with  business  needs.  Services 
include  information  engineering,  project 
management,  software  design  and 
development,  software  conversion  and 
enhancements,  technical  writing  and 
publishing,  training,  software  quality 
assurance,  database  design  and 
management,  and  local-  and  wide-area 
network  design  and  management. 

Services  are  generally  provided  on  a 
project  or  time-and-materials  basis. 

Utility  Processing: 

Power  Computing  continues  to  provide 
scientific  and  engineering  utility 
processing  services  to  approximately  10 
clients. 

Contracts 

In  January  1994,  Power  Computing 
announced  Applications  Support  Services 
agreements  with  Dr.  Pepper  Bottling 
Company,  Colonial  Savings  and  Loan  and 
Southwestern  Bell  Mobile  Systems.  Power 
Computing  will  provide  project  and 
applications  support  for  each  company's 
Dun  & Bradstreet  financial  software 
packages. 

• Power  Computing  will  provide  24-hour, 
on-call  technical  and  systems 
applications  support  to  Dr.  Pepper  and 
Colonial  Savings. 


• In  addition,  as  part  of  its  on-site  project 
consulting  services,  Power  Computing 
will  provide  system  upgrades  or 
modifications  to  Southwestern  Bell 
Mobile  Systems  applications. 

In  January  1994,  Power  Computing 
announced  a five-year,  $5  million 
outsourcing  agreement  with  The 
Louisiana  Land  & Exploration  Company 
(LL&E) — an  oil  and  gas  exploration  firm 
based  in  New  Orleans.  Power  Computing 
will  provide  data  processing  support  on 
IBM  mainframe  platforms  from  its  Dallas 
data  center  for  LL&E's  business 
applications,  including  financial 
processing,  land  and  lease  record  systems, 
refinery  processing  systems,  liquid  and 
gas  marketing  systems  and  administrative 
support  systems. 

In  November  1993,  Power  Computing 
announced  a four-year,  $5  million 
outsourcing  agreement  with  Valenite  Inc., 
a tool  manufacturing  subsidiary  of 
Cincinnati  Milacron  based  in  Troy  (MI). 

• Power  Computing  is  providing  data 
processing  support  from  its  Dallas  data 
center  for  Valenite's  financial 
applications,  including  payroll, 
personnel,  account  receivables  and 
account  payables  as  well  as 
manufacturing  applications  such  as 
inventory  control  and  distribution 
processing. 

• During  the  term  of  the  contract,  Power 
Computing  will  facilitate  Valenite's 
migration  from  a mainframe  to  other 
platforms  to  help  reduce  Valenite's 
processing  costs. 
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In  July  1993,  Power  Computing 
announced  a three-year,  $2.5  million 
outsourcing  agreement  with  Dallas-based 
Third  Party  Claims  Management 
(TPCM) /Millennium  Healthcare,  Inc.,  an 
electronic  health  care  reimbursement 
company. 

• Power  Computing  is  providing  on-line 
transaction  processing  support  from  its 
Dallas  data  center  facility  for  TPCM's 
claims  payers. 

• In  addition,  Power  Computing  is 
migrating  TPCM’s  national,  multisite 
data  processing  network 

In  August  1992,  Power  Computing 
announced  two  long-term  outsourcing 
agreements  worth  $12  million. 

• For  Ohio-based  machine-tool 
manufacturer  Cincinnati  Milacron, 
Power  Computing  has  assumed  all 
general  data  processing  responsibilities 
at  its  Dallas  processing  center  for 
Cincinnati  Milacron’s  seven  business 
units.  All  business  applications  are 
processed  on  IBM  mainframes. 
Cincinnati  Milacron  retains  a separate, 
dedicated  IBM  mainframe  for  CAD/CAM 
applications. 

• For  B&W  Nuclear  Technologies,  a 
former  unit  of  Babcock  & Wilcox  based 
in  Lynchburg  (VA),  Power  Computing 
has  a similar  outsourcing  arrangement. 
Applications  are  being  processed  on 
IBM,  Cray  and  Control  Data  Cyber 
mainframes. 

For  Electronic  Power  Research  Institute 
(EPRI),  Power  Computing  is  providing 


requirements  definition,  software 
development,  database  integration,  user 
support  services,  graphical  user  interface 
development  and  instructorless  training 
services. 

Clients 

Power  Computing  currently  has  more 
than  400  clients  nationwide,  including  the 
‘following: 

Energy/Oil  and  Gas — Louisiana  Land  & 
Exploration  Company,  Santa  Fe 
International  Corporation 

Utilities — ABB  Combustion  Engineering 
Nuclear  Power 

Health  care — EPIC  Healthcare  Group, 
Third  Party  Claims  Management 
(TPCM)/Mfilennium  Healthcare,  Inc. 

Manufacturing — Cincinnati  Milacron, 
Valenite  Tool,  Dr  Pepper  Bottling 
Company 

Government — State  of  Missouri 

Applications  Support — Southwestern  Bell 
Mobile  Systems,  Colonial  Savings  and 
Loan,  Dr.  Pepper 

Marketing  and  Sales 

Power  Computing  markets  its  services 
through  a direct  sales  force  of  about  eight. 

The  company  also  has  joint  selling 
relationships  with  various  systems 
integrators. 

Alliances 

Power  Computing  has  various  alliances  as 
follows: 


Page  6 of  7 


C INPUT  1994  Reproduction  prohibited. 


Power  Computing  Company 
May  1994 


INPUT  Vendor  Profile 


• IBM  Authorized  Industry  Remarketer 
for  IBM's  RS/6000  and  PS/2  platforms. 

• Texas  Instruments'  Strategic  Alliance 
Partner  for  TI's  Information  Engineering 
Facility  (IEF),  providing  IEF  customers 
computing  and  consulting  resources 

• Novell  Gold  Authorized  Reseller 

• Member  of  Apple  Computer’s 
Consultants  Relations  Program 

Competition 

Power  Computing’s  primary  competitors 
include  SunGard  Data  Systems,  PKS 
Information  Services  and  Genix.  The 
company  also  competes  on  occasion  with 
IBM  ISSC,  Advantis  and  CSC. 

INPUT  Assessment 

Power  Computing  focuses  its  activities  in 
the  energy-related  fields  of  process 
manufacturing  and  utilities,  oil  and  gas  as 
well  as  manufacturing  and  health  care 
industries.  Power  Computing  has  a 
complete  range  of  computers — from 
minicomputers  to  supercomputers — that  is 
particularly  appropriate  for  these 
industries.  In  addition,  the  company 
supports  workstation  platforms  as  well  as 
client/server  environments. 

As  more  and  more  companies  move  to 
client/server  environments,  the 
management  problems  associated  with 
distributed/network  and  desktop 
computing  will  increasingly  become 
evident.  There  will  be  a need  to  seek 
expertise  in  systems  management  from 
companies  like  Power  Computing  to 
identify  and/or  provide  cost-effective 
systems  management  techniques. 
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POWERSOFT  CORPORATION 

70  Blanchard  Road 


Chairman  & CEO: 
President: 

Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Mitchell  E.  Kertzman 
David  A.  Litwack 
Public  Corporation 


Burlington,  MA  01803 
Phone:  (617)229-2200 
Fax:  (617)273-2540 


NASDAQ 
136  (12/92) 
$21,193,000 
12/31/92 


Key  Points 


• Powersoft's  objective  is  to  be  the  leading  provider  of  application 
development  tools  for  developing  business  applications  in  the 
client/server  environment. 

• The  company  plans  to  continue  to  expand  its  product  leadership  by 
adding  support  for  additional  widely  used  operating  systems, 
relational  data  base  management  systems,  and  third-party 
development  tools. 

• Powersoft  has  established  a sales  organization  that  combines 
elements  of  the  direct  sales  approach  traditionally  used  in  the 
mainframe  software  industry,  together  with  leveraged  distribution 
methods  employed  by  PC  software  vendors. 

• Powersoft  currently  derives  virtually  all  of  its  revenues  from  licenses 
of  PowerBuilder  and  related  products,  which  became  commercially 
available  in  June  1991.  Results  of  operations  prior  to  1992  primarily 
reflect  the  company's  manufacturing  software  business,  which  was 
sold  off  during  1992. 

• Powersoft  made  an  initial  public  stock  offering  in  February  1993. 
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Company 

Description 

Powersoft  currently  develops,  markets,  and  supports  PowerBuilder,  an 
application  software  development  tool  for  the  emerging  client/server 
market.  The  company's  products  are  used  by  organizations  to  design, 
prototype,  build,  test,  deploy,  and  maintain  a range  of  business 
applications. 

In  February  1993,  Powersoft  made  an  initial  public  offering  of 
approximately  1.865  million  shares  of  its  common  stock,  of  which  1.8 
million  shares  were  sold  by  Powersoft  and  the  remainder  by  selling 
stockholders.  Estimated  net  proceeds  to  Powersoft  from  the  sale  were 
$33.5  million. 

Company  History 

Powersoft  was  incorporated  in  Massachusetts  in  1974  under  the  name 
Computer  Solutions,  Inc.,  and  initially  specialized  in  the  development 
of  manufacturing  management  software.  The  company  introduced  a 
manufacturing  management  applications  software  package,  known  as 
GrowthPower,  in  1982. 

In  the  fourth  quarter  of  1988,  the  company  began  development  of 
PowerBuilder,  originally  intended  to  assist  the  company  in  developing 
the  next  generation  of  GrowthPower. 

In  1990,  the  company  changed  its  name  to  Powersoft  Corporation. 

In  June  1991,  PowerBuilder  was  released  as  a commercial  product. 

In  December  1991,  Powersoft  decided  to  divest  itself  of  its 
manufacturing  management  applications  business  segment  in  order  to 
focus  on  its  application  development  tools  business  and  the  further 
development  and  marketing  of  PowerBuilder. 

Acquisitions/ 

Divestitures 

In  transactions  with  two  separate  and  unrelated  purchasers  in  January 
and  May  of  1992,  Powersoft  sold  substantially  all  of  the  assets  of  its 
manufacturing  management  applications  business  segment. 

Financials 

Powersoft's  revenue  from  continuing  operations  was  $21.2  million  in 
1992,  compared  to  $4.7  million  in  1991.  Net  income  reached  $3.5 
million,  compared  to  net  losses  of  $2.7  million  in  1991.  A five-year 
financial  summary  follows: 
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POWERSOFT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$21,193 

$4,714 

$55 

- 

- 

Income  (loss)  from 
continuing  operations 
before  taxes 

$3,227 

$(3,077) 

$(1,663) 

$(1,181) 

$(406) 

Income  from  discontinued 
operations  (a) 

$540 

$341 

$1,024 

$718 

$646 

Net  income  (loss) 

$3,540 

$(2,741) 

$(640) 

$(469) 

$240 

Earnings  (loss)  per 
share  (b) 

$0.41 

$(0.36) 

$(0.10) 

$(0.07) 

$0.04 

(a)  Represents  income  from  Powersoft's  discontinued  manufacturing  management  applications 
software. 


(b)  Includes  income  from  discontinued  operations  of  $0.06,  $0.05,  $0. 16,  $0. 1 1,  and  $0. 10  per  share  in 
1992,  1991,  1990,  1989,  and  1988,  respectively. 

Revenue  increases  during  1992  were  attributed  to  the  first  full  year  of 
sales  of  PowerBuilder,  which  was  first  commercially  available  in  June 
1991. 

• Powersoft  management  attributed  the  increase  in  unit  sales  of 
PowerBuilder  to  greater  market  acceptance  of  the  product  and 
client/server  technology,  an  increase  in  the  number  of  relational 
data  base  platforms  supported,  the  expansion  of  Powersoft's  sales 
and  marketing  activities. 

• Additionally,  in  1992  Powersoft  commenced  selling  through  reseller 
and  systems  integrator  channels  and  began  international  distribution 
of  its  products. 

Research  and  development  costs  were  $2.0  million  in  1992,  $1.3  million 
in  1991,  and  $1.0  million  in  1990. 


Employees  As  of  December  31, 1992,  Powersoft  had  136  full-time  employees, 

segmented  as  follows: 
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Competitors 


Key  Products 
Services 


Sales  and  marketing 

62 

Customer  support  services 

31 

Product  development 

20 

Finance  and  administration 

23 

136 

Powersoft's  competition  comes  primarily  from  direct  competitors  that 
provide  graphical,  client/server-based  application  development  tools, 
including  Gupta  Corporation,  Cooperative  Solutions,  and  Uniface 
Corporation. 

Powersoft  also  competes  with  a large  number  of  indirect  competitors 
that  currently  offer  character  mode  solutions  but  are  moving  into  the 
GUI  environment: 

• Relational  data  base  management  system  vendors  that  provide 
application  development  tools  with  their  proprietary  data  base 
technology,  such  as  Sybase,  Oracle,  Informix,  and  Ingres 

• Fourth-generation  language  application  development  tools  vendors 
such  as  Progress  Software  Corporation  and  Cognos  Incorporated 

■ Computer-aided  software  engineering  tools  vendors  such  as 
KnowledgeWare,  Intersolv,  and  Texas  Instruments 

• PC-based  application  development  tools  vendors  such  as  Microsoft 
and  Borland 


and  Approximately  83%  ($17.6  million)  of  Powersoft's  1992  revenue  was 
derived  from  software  license  fees  and  17%  ($3.6  million)  from 
associated  support  services,  education  and  training,  and  consulting. 

Powersoft's  products  are  used  by  professional  software  developers  and 
end  users  and  by  independent  applications  software  vendors  to  design, 
prototype,  build,  test,  deploy,  and  maintain  client/server  business 
applications. 

As  of  December  31,  1992,  Powersoft  had  licensed  over  8,000  copies  of 
PowerBuilder  to  over  2,000  customers  worldwide. 

PowerBuilder,  Powersoft's  core  product,  addresses  the  market  need  for 
application  development  tools  that  combine  the  ease  of  use,  graphical 
user  interface,  and  distributed  computing  capabilities  of  PC 
development  tools  with  the  performance  and  functionality  of 
mainframe-based  tools. 
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• PowerBuilder  is  currently  designed  to  run  on  PCs  and  desktop 
computers  using  Microsoft's  Windows  operating  system  and  includes 
the  following  features: 

- Intuitive  graphical  user  interface 

- Full  Windows  support 

- Client/server  architecture 

- Close  integration  with  leading  RDBMSs,  including  SYBASE  SQL 
Server,  ORACLE  Server,  DB2,  SQL  Server,  XDB,  Informix, 
ALLBASE/SQL,  and  SQLBase 

- "SQL  Smart"  DataWindow 

- Object-oriented  programming  technology 

- Support  for  professional  developers  working  in  project  teams  to 
build  large-scale  business  applications 

- Simplified  deployment 

• Powersoft  plans  to  continue  to  expand  the  range  of  RDBMS 
products  supported  by  PowerBuilder. 

• Powersoft  plans  to  provide  support  for  Windows  NT  in  its  next 
release  of  PowerBuilder  and  also  intends  to  offer  versions  of 
PowerBuilder  based  on  other  widely-used  operating  systems  and 
graphical  environments,  including  the  Apple  Macintosh. 

U.S.  license  fees  for  PowerBuilder,  including  a single  data  base 
interface  to  one  of  its  supported  RDBMS  products,  range  from  $1,495 
to  $3,895  per  copy,  depending  on  the  RDBMS  selected. 

• One  copy  of  PowerBuilder  must  be  licensed  for  each  developer  using 
it  in  the  customer  organization. 

• Additional  data  base  interfaces  may  be  licensed  at  fees  ranging  from 
$695  to  $1,495  per  developer. 

• To  provide  for  the  deployment  of  applications  developed  with 
PowerBuilder,  server  connection  licenses  are  available  for  fees 
ranging  from  $695  to  $1,495.  A single  server  connection  is  required 
for  each  server  on  the  network. 

• Powersoft  also  offers  an  upgrade  subscription  program,  which 
entitles  a licensee  to  receive  all  enhancements  and  upgrades  to  the 
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licensed  product  in  the  succeeding  twelve-month  period.  Annual 
fees  for  upgrade  subscriptions  range  from  $265  to  $660  for 
PowerBuilder,  and  from  $160  to  $315  for  each  data  base  interface  or 
server  connection. 

Customer  Services  and  Software  Support: 

Powersoft  provides  hotline  telephone  support,  which  is  supported  by  a 
computerized  call  tracking  and  problem  reporting  system. 

■ Corporate  support  agreements  are  available  at  prices  ranging  from 
$995  (for  three  months  of  support)  to  $3,695  (for  twelve  months  of 
support).  Each  agreement  entitles  two  designated  employees  of  the 
customer  organization  to  unlimited  telephone  support.  Support  for 
additional  designated  employees  can  be  purchased  for  $1,895  per 
year. 

• Powersoft  also  provides  an  electronic  bulletin  board  for 
PowerBuilder  users  and  plans  to  sponsor  a PowerBuilder  forum  on 
CompuServe. 

Powersoft  offers  an  education  and  training  program  to  customers  and 
third-party  consultants. 

• Training  classes  are  offered  through  in-house  training  facilities  at 
Powersoft's  headquarters  and  in  New  York  and  Atlanta,  and  through 
its  authorized  training  partners  throughout  the  world. 

• The  training  curriculum  is  a program  of  application  development 
training  in  a hands-on  lab-based  training  environment, 

• The  price  of  a standard  four-day  training  course  is  $1,495  per  person. 

• On-site  training  is  also  available. 

Powersoft's  network  of  value-added  resellers  (VARs),  independent 
applications  software  vendors  (ISVs),  and  consultants  offer 
PowerBuilder  users  a range  of  installation,  customization,  and  project 
management  services.  In  addition,  Powersoft  has  recently  begun 
providing  consulting  services  directly  to  customers.  Such  services 
typically  focus  on  project  design  and  management,  and  are  designed  to 
assist  the  customer  in  successfully  designing,  implementing,  and 
deploying  PowerBuilder  applications. 
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Industry  Markets 

Powersoft  markets  its  products  to  a range  of  organizations  requiring 
application  development  tools  for  developing  business  applications  in  a 
client/server  environment. 

Clients 

The  following  is  a partial  list  of  Powersoft's  customers  as  of  December 

31,  1992,  each  of  whom  had  licensed  15  or  more  copies  of 

PowerBuilder: 

• Energy  and  transportation:  American  Airlines,  Amoco  Corporation, 
Chevron  U.S.A.,  Conoco,  Pacific  Gas  & Electric  Company,  Pennzoil 
Company,  Shell  Internationale  Petroleum  B.V.,  and  Tenneco 
Corporation 

• Manufacturing:  Enron  Corporation,  Haworth,  and  3M  Company 

• Consumer  products:  Lever  Brothers  Company,  Nestle  U.K.  Ltd., 
and  PepsiCo  Inc. 

• Pharmaceutical:  Eli  Lilly  and  Company  and  SmithKline  Beecham 
Pharmaceuticals 

• Computer  software  and  hardware:  Compaq,  Dell  Computer,  D&B 
Software,  Electronic  Data  Systems,  Microsoft,  NCR,  and  NEC 
Technologies 

• Financial  services:  Cigna  Corporation,  Comdisco,  Connecticut 
National  Bank,  Fidelity  Investments,  Merrill  Lynch  & Co.,  Morgan 
Guaranty  Trust,  Nationwide  Building  Society,  New  England  Mutual 
Life  Insurance  Company,  and  The  St.  Paul  Companies 

• Broadcasting  and  entertainment:  Capital  Cities/ ABC  Inc.  and 
Warner  Music  International 

Geographic 

Markets 

Approximately  90%  ($19.1  million)  of  Powersoft's  1992  revenue  was 
derived  from  North  America  and  10%  ($2.1  million)  from 
international  sources. 

Powersoft  sells  its  products  through  a direct  sales  force  and  a network 
of  75  VARs,  systems  integrators,  and  independent  applications  software 
vendors  in  the  U.S.  and  through  international  distributors  representing 
33  countries  throughout  North  America,  South  America,  Europe, 
Australia,  and  the  Pacific  Rim. 
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Powersoft's  North  American  offices  are  in  Burlington  (MA),  Emeryville 
and  Long  Beach  (CA),  Dallas  and  Houston  (TX),  Atlanta  (GA), 
Schaumberg  (IL),  Iselin  (NJ),  and  Arlington  (VA). 

Powersoft's  European  headquarters  is  in  Maidenhead  (England). 
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Key  Points 

Status: 

Public 

Number  of  Employees:  (1995) 

1,243 

• Increased  emphasis  on  value-added 

Revenue  (FYE  31-11-95): 

£342  million 
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P&P’s  consultancy  and  outsourcing  services 
are  recent  expansions,  resulting  from  a 
strategic  move  into  value-added  IT  services  in 
1993. 

Outside  the  U.K.,  P & P pic  has  operations  in 
Belgium  and  Sweden  and  training  centers 
elsewhere  in  Europe. 

Operations  and  Structure 

P&P  has  46  subsidiary  companies  in  the  UK 
and  internationally,  including: 

• Microcomputer  Business  Systems  NY 

• Nordic  Datadistribution 

• P&P  Consultancy  Limited 

• P&P  Corporate  Systems  Limited 

• P&P  Power  Systems  Limited 

• QA  Training  Europe  NV 

• Space  Consultancy  Limited  and 

• Zaventem  Electronic  Development  and 
Distribution  NV 

P&P  has  three  main  operational  areas.  These 
are: 

• Products  and  services 

• Specialist  services 

• Specialist  distribution 

P&P  has  further  recently  added  contract  and 
permanent  staff  activities  to  its  portfolio. 

P&P  has  a matrix  management  structure, 
allowing  the  company  to  source  expertise  and 
resources  from  anywhere  in  the  organization 
to  meet  an  individual  customer’s  needs. 


The  company  has  a large  number  of  technical 
experts  that  are  available  for  any  customer 
activity  across  the  organization. 

Currently,  over  50%  of  P&P’s  employees  are 
dedicated  to  delivering  specialist  services. 

This  number  is  increasing 

Company  Strategy 

P&P  is  clearly  trying  to  leverage  the 
capabilities  and  expertise,  developed  from  its 
years  in  the  reseller  and  distribution 
business,  to  carve  a space  in  the  IT  services 
market. 

The  company  believes  that  its  broad 
experience  with  different  brands  of  hardware 
and  software  gives  it  a competitive  advantage 
in  supplying  multivendor — and  vendor 
independent — services. 

Training  has  high  strategic  value  for  P&P  and 
the  company  will  continue  to  grow  this  area. 

Another  of  the  company’s  objectives  is  to 
expand  its  business  further  from  the  PC  or 
desktop  world  into  client/server  architectures 
and  midrange  environments. 

Financial  Information 

Exhibit  1 shows  a five-year  summery  of  P&P’s 
financial  results. 

Since  1993,  P&P  has  enjoyed  very  high 
revenue  growth.  This  is  due  to  a combination 
of  organic  growth  and  acquisitions.  The  slight 
decreases  in  revenues  in  the  years  1992  and 
1993  were  due  to  disposal  of  non-strategic 
businesses.  During  this  period,  P&P  sold  its 
high  volume  low  margin  distribution 
businesses  in  the  UK  and  Belgium.  P&P  is 
now  only  in  the  specialist  distribution 
markets  where  there  is  an  opportunity  to 
provide  complementary  services. 

P&P  has  a gross  profit  margin  of  around  20%. 
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Exhibit  1 


P&P:  Five-year  Financial  Summary 
1991  to  1995,  (£  millions)  (FYE  31-11) 


Year 

1995 

1994 

1993 

1992 

1991 

Total  Revenue 

342 

264 

217 

223 

228 

Annual  Growth 

30% 

22% 

(3%) 

(2%) 

n/a 

Profit  after  tax 

8.8 

5.3 

2.4 

1.0 

0.4 

Number  of  Employees 
(average) 

1,243 

945 

822 

845 

902 

Revenue  per  Employee 
(£  '000) 

275 

279 

264 

264 

253 

Source:  P&P  pic 


Exhibit  2 shows  P&P’s  revenues  for  1995  by 
geographic  region. 


Exhibit  2 

P&P:  Revenues  by  Geographic  Region, 
1995  (£  million) 


Region 

Revenue 

Share 

United  Kingdom 

248 

73% 

Belgium 

23 

7% 

Sweden 

69 

20% 

Rest  of  World 

2 

1% 

Total 

342 

100% 

Source:  P&P  pic 


Percentages  may  not  add  up  because  of  rounding 

Exhibit  3 provides  INPUT’S  estimates  for  the 
break-down  of  P&P’s  1995  revenues  by  line  of 
business. 


Exhibit  3 

P&P:  Revenues  by  Line  of  Business, 
1995  (£  millions) 


Service 

Revenue 

Share 

Reselling  & Distribution 

255 

75% 

Professional  Services 

63 

18% 

Outsourcing 

4 

1% 

Multivendor  Services 

20 

6% 

Total 

342 

100% 

Source:  INPUT  Estimates 
Percentages  may  not  add  up  because  of  rounding 


Exhibit  4 details  P&P’s  European  software 
and  services  revenues  as  estimated  by 
INPUT. 
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P&P:  Estimated  European  Software  and 
Services  Revenues  by  INPUT  Delivery 
Mode,  1995  ($  millions) 


Delivery  Mode 

Revenue 

Share 

Professional  Services, 
incl.  training  and 
consultancy 

95 

72% 

Outsourcing 

6 

5% 

Multivendor  Services 

31 

23% 

Total  European 
Software  and  Services 

132 

100% 

Source:  INPUT  Estimates 


Acquisitions  and  Alliances 

In  the  past  five  years,  P&P  has  made  a series 
of  acquisitions  to  develop  its  business  outside 
its  reseller  and  distribution  activities.  The 
following  are  P&P’s  most  recent  acquisitions: 

• April  1996  - acquisition  of  the  Myriad 
Group  Limited.  Myriad  is  a specialist 
supplier  of  contract  and  permanent  IT 
personnel 

• October  1995  — acquired  the  Space 
Computer  Group  from  its  receivers.  Space 
Computer  provides  systems  integration 
services  for  the  IBM  AS/400  and  RS/6000 
platforms. 

• June  1995  — acquired  the  Technology 
Training  Centre 

• March  1995  - acquisition  of  Computers  for 
Business  (Scotland),  a supplier  of 
integrated  computer  solutions  to 
organizations  in  Scotland 


P&P  is  the  leading  corporate  reseller  for 
Digital  Equipment  Corporation  in  the  UK. 
The  company  further  has  dealer 
accreditations  from  3Com,  Compaq,  IBM, 
Hewlett  Packard,  Lotus,  Microsoft  and  Novell. 

Key  Products  and  Services 

Following  is  an  overview  of  P&P’s  main 
business  areas. 

Products  & Services 

P&P  Desktop  Systems  supplies  leading  brand 
PCs,  software  & networking  products  and 
associated  services. 

Desktop  Communications  specializes  in 
computerized  video  conferencing  solutions, 
based  on  in-house  services  and  products  from 
PictureTel  and  Intel. 

P&P  further  provides  products  and 
consultancy,  networking  and  technical 
support  through  its  Computers  for  Business 
and  P&P  Belgium  subsidiary  companies. 

Specialist  Services 

The  Technical  Services  arm  of  P&P  operates 
mainly  in  the  UK.  The  business  provides: 

• technical  consultancy 

• systems  integration 

• procurement  services 

• implementation  services 

• networking  management 

• help  desk  services 

• maintenance 

&P’s  integrated  Desktop  Management  services 
links  many  services  under  one  umbrella.  The 
services  are  aimed  at  IT  managers  who  want 
a services  provider  to  carry  out  some  functions 
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without  entering  into  full  outsourcing  or 
facilities  management  agreements. 

Through  its  QA  and  P&P  Training,  the 
company  also  provides  application  training, 
education  consultancy  and  project  managed 
training  programs,  as  well  as  skilling  of  IT 
staff  in  latest  client/server  technologies. 

Specialist  Distribution 

P&P  distributes  computer  products  to  the 
trade  through  its  P&P  Power  Systems  and 
Swedish  subsidiary.  The  company  specializes 
in  the  supply  of  high  value  Unix  and  open 
systems  products,  manufactured  by  Hewlett 
Packard,  Sun  Microsystems  and  IBM.  P&P 
also  offers  related  technical  and  configuration 
services. 

Recent  Projects  and  Major  Clients 

P&P  does  not  have  any  vertical  market  focus. 
However,  it  is  not  very  strong  in  the  public 
sector  markets.  The  company  targets  its 
Exhibit  4 


services  at  medium  and  large  corporate  users 
in  the  Financial  Times  500  to  1000  group. 

Exhibit  4 details  some  of  P&P’s  major  clients. 
The  exhibit  illustrates  the  broad  range  of 
markets  in  which  P&P  is  active. 

INPUT  Assessment 

In  the  past  five  years  P&P  has  increased  in 
activities  in  the  IT  services  market  and 
expanded  into  the  client/server  and  midrange 
markets.  The  company  seems  to  be  making 
this  transition  by  leveraging  off  its  original 
skill  sets. 

INPUT  believes  that  P&P’s  focus  on  higher 
value  services  will  prove  to  be  the  right 
strategic  step  for  the  company.  P&P  looks 
well  positioned  to  expand  its  business  in  the 
multi  vendor  marketplace  in  the  coming  years. 


P&P:  Major  Clients 


Industry  Sector 

Client 

Utilities 

BNFL  (British  Nuclear  Fuel  Ltd) 

Communications  & Media 

BBC 

British  Telecom 

Manufacturing 

Westland  Helicopters 

Nestle 

Glaxo 

British  American  Tobacco  Industry  Pic  (BAT) 
ICI 

Distribution 

Marks  & Spencer 

Banking  and  Finance 

Bank  of  Scotland 

Source:  INPUT 


P&P  pic 
December  1996 
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PROPRIETARY  SOFTWARE 
SYSTEMS,  INC. 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Richard  Gilinsky 
Private  Company 
8 


429  Santa  Monica  Boulevard 
Suite  430 


Santa  Monica,  CA  90401 
Phone:  (310)394-5233 
Fax:  (310)393-3122 


$1,000,000 

12/31/92 


Key  Points 


Proprietary  Software  Systems,  Inc.  (PSS)  is  deriving  an  increasing 
percentage  of  its  total  revenue  from  systems  software  products  for 
embedded  computer  systems  in  support  of  Ada,  JOVIAL,  and  C 
languages  and  customized  software  tools  for  the  aerospace  industry. 

During  1994,  PSS  plans  to  introduce  C compilers  for  special-purpose 
embedded  controllers,  plus  visual  toolsets,  including  debuggers. 

PSS  supports  several  major  Department  of  Defense  (DoD) 
programs-B-2,  MILSTAR,  Longbow-Hellfire  (Apache),  and  C-17-- 
as  a supplier  of  software  developmment  tools.  PSS  also  supplies 
development  toolsets  for  the  Lockheed  L-1011. 


November  1993 
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Company 

Description 

Proprietary  Software  Systems,  Inc.  (PSS),  incorporated  in  1972, 
provides  systems  software  tools  and  professional  services  to  aerospace 
firms,  government  agencies,  and  computer  manufacturers. 

Strategy 

PSS'  strategy  for  growth  is  to  expand  into  the  commercial  marketplace 
by: 

• Providing  multiplatform  availability  for  its  products 

• Adding  a C/C+  + language 

• Focusing  on  commercial  controller  chips 

• Introducing  visual  programming  tools 

Financials 

PSS'  revenue  for  the  year  ending  December  31,  1992  was  $1  million, 
compared  to  1991  revenue  of  $2  million. 

Declines  in  revenue  have  been  due  to  defense  industry  downsizing. 

Market 

Financials 

Approximately  70%  of  PSS'  revenue  is  derived  from  the  aerospace 
industry  and  the  Department  of  Defense,  20%  from  other 
military/federal  government  units,  and  10%  from  commercial  sources. 

Geographic 

Markets 

Approximately  80%  of  PSS'  revenue  is  derived  from  the  U.S.  and  20% 
from  international  sources. 

PSS  is  headquartered  in  Santa  Monica  and  has  a branch  office  in 
Seattle  (WA). 

PSS  conducts  direct  sales  in  the  U.S.,  Europe,  and  Israel.  PSS  uses  a 
trading  company  in  the  Far  East/Orient. 

Key  Products 
and  Services 

Approximately  50%  of  PSS'  revenue  is  derived  from  professional 
services  and  50%  from  systems  software  products. 

PSS  offers  systems  software  tools  for  DEC  VAX,  Sun  SPARC,  and 
Intel  80386  platforms  and  targets  embedded  computer  systems  in 
support  of  Ada,  JOVIAL,  and  C languages. 
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• PSS  Ada  Compilers  are  hosted  on  a DEC  VAX  and  are  targeted  to 
the  VAX,  x86,  MIL-STD  1750A,  and  the  Zoran  ZR  34325  digital 
signal  processor.  PSS  Ada  Compilers  are  fully  compliant  with  DoD- 
STD-1815A. 

• The  PSS  Macro  Assembler  is  compatible  with  PSS,  Telesoft,  and 
Tartan  Laboratories  Ada  compilers  and  the  PSS  Link  Editor. 

• The  PSS  Link  Editor  is  compatible  with  all  PSS  language  translators 
and  provides  a set  of  features  for  building  real-time  applications. 

The  Link  Editor  accepts  multiple  object  modules  to  produce  an 
ASCII  or  binary  load  module,  plus  a symbolic  debug  file. 

• AdaRAIDR  (Ada  Real-time  Applications  Interactive  Debugger) 
provides  symbolic  debug  support  for  Ada,  JOVIAL,  and  assembly 
language  programs.  AdaRAID  includes  conditional  break,  watch, 
and  trace  points  along  with  timing,  histories,  stepping,  coverage 
analysis,  and  walkbacks.  AdaRAID  also  supports  debug  procedures, 
DECWindows,  menus,  and  a mouse  interface. 

■ ESCAPE  (Embedded  Software  Control  of  Application  Programming 
Environment)  is  a priority-driven,  multitasking,  real-time  operating 
system.  It  is  designed  to  be  a non-stop,  autonomous  system  that 
controls  resource  sharing  among  multiple  processors. 

• PSS  is  one  of  the  leading  developers  of  support  tools  for  the  Military 
Standard  Instruction  Set  Architecture  for  1750A  applications.  The 
Integrated  Tool  Set  (ITS)  was  developed  by  PSS  for  the  Air  Force's 
Embedded  Computer  Standardized  Program  Office.  The  PSS 
Corporate  JOVIAL  Tool  Set,  JIPSE  (JOVIAL  Integrated 
Programming  Support  Environment),  is  a compatible  superset  of  the 
ITS,  and  is  available  on  IBM  370,  DEC  VAX,  Sun  SPARC,  and  Intel 
80386-based  systems. 

PSS  is  developing  the  following  product  upgrades  for  1994  rollout: 

• Release  of  JIPSE  on  SPARC  and  Intel  x86  platforms  (under  DOS) 

• C compilers  for  1750A  and  Motorola  M68HCOx  systems 

• AdaRAID  under  Windows  3.1 

PSS  has  provided  customized  support  software  tools  for  major 

applications,  including  the  following: 

Boeing  Aerospace  (IUS) 

Boeing  Defense  & Space  (B-2,  F- 117) 

Boeing  Military  Aircraft  (B-IB) 
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Douglas  Aircraft  (C-17) 

Federal  Dynamics  (F-16) 

Ford  Aerospace  and  Communications  Corporation 
(ARTS) 

Israeli  Aircraft  Industries  (LAVI) 

Kaiser  Electronics  (ATA) 

Lockheed  Aeronautical  Systems  (L-1011) 

Lockheed  Aircraft  Service  (Quiet  Knight) 

Lockheed  Missile  and  Space  Company  (MILSTAR) 

Martin  Marietta  (Longbow) 

Northrop  (B-2) 

Rockwell  (F-lll) 

Singer-Kearfott  (F-111E) 

Sperry  (MATE) 

PSS  provides  customized  maintenance  services  for  Ada,  JIPSE,  and  the 
ITS,  including  software  management,  consulting,  training,  testing,  and 
technical  support.  Product  modifications  are  made  in  response  to 
customer  requests. 

Marketing 
and  Sales 

PSS  markets  its  products  and  services  through  a direct  sales  force  and 
through  trading  companies  for  the  Pacific  Rim  markets. 

Clients 

PSS  clients  include  AIL  Eaton,  Allied  Bendix,  Analex,  Boeing,  Chung- 
Shan  Institute  (Taiwan),  Delco,  Douglas  Aircraft,  Ford  Aerospace, 

Fuji,  General  Dynamics,  Hewlett-Packard,  Honeywell,  Israeli  Aircraft, 
Kaiser  Electronics,  Kawasaki,  Litton,  Lockheed,  Martin  Marietta, 
McDonnell  Douglas,  Mitsubishi  Electronics,  Northrop,  Singer-Kearfott, 
Rockwell,  Teledyne,  Texas  Instruments,  TRW,  Unisys,  the  U.S.  Air 
Force,  and  the  U.S.  Navy. 

O 
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PRAXIS  INTERNATIONAL  INC. 

Four  Cambridge  Center 
Cambridge,  MA  02142 
Phone:  (617)661-9790 
Fax:  (617)  497-1072 


Chairman,  President, 

& CEO:  Richard  D.  Stewart 

Status:  * Employee-Owned 

Total  Employees:  250 

Total  Revenue:  $36,100,000 

Fiscal  Year  End:  6/30/92 


Key  Points 

• In  January  1992,  Computer  Corporation  of  America  restructured  its 
operations.  Praxis  International  was  formed  as  a holding  company 
to  leverage  the  company's  expertise  in  providing  products  and 
services  to  business  and  government  agencies  that  require  very  rapid 
implementation  of  complex,  data-intensive,  on-line  applications  with 
speed  in  information  processing. 

• Praxis  International  is  the  parent  company  for  three  operating 
companies  that  represent  the  three  former  business  areas  of  CCA: 


* 


Computer  Corporation  of  America:  Advantage  Series  of 
applications  development  systems  software 

MarketPulse:  Marketing  software  and  associated  support  services 

Segue  Partners:  Professional  services 


Praxis'  primary  strength  is  its  ability  to  help  customers  create  value 
from  complex,  high-volume  information.  Its  strategy  includes: 

- An  emphasis  on  enabling  customers  to  realize  the  benefits  of 
information  technology  by  using  advanced  technologies  to 
develop  practical  information  management  capabilities 

- Maintaining  standards  of  performance  and  product  quality  that 
match  customer  expectations 


- Growth  by  extending  the  corporation's  information  management 
expertise  into  networked  computing  environments  and  a wide 
range  of  hardware  platforms 


January  1993 
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Description 

In  January  1992,  Computer  Corporation  of  America  became  Praxis 
International  Inc.  and  structured  the  new  corporation  to  build  on  its 
established  strengths  and  market  positions  in  helping  customers  with 
high  performance  and  high-volume  information  needs. 

Praxis'  corporate  strategy  is  based  on  its  strength  in  providing  rapid, 
flexible  access  to  large  amounts  of  information.  Each  of  its  three 
operating  companies  applies  that  capability  in  different  strategic  areas. 

• Computer  Corporation  of  America,  based  in  Cambridge,  develops, 
markets,  and  supports  applications  development  systems  software. 
The  company's  product  line,  the  Advantage  Series,  is  targeted  to 
business  and  government  agencies  that  require  very  rapid 
implementation  of  complex,  data-intensive,  on-line  applications  with 
speed  in  information  processing. 

• MarketPulse,  based  in  Cambridge,  provides  marketing  information 
systems  and  associated  support  services  to  clients  in  the  U.S.  and  the 
U.K. 

• Segue  Partners,  based  in  Cambridge  with  50  employees,  represents 
the  operations  of  the  former  professional  services  division  of  CCA. 

Praxis,  as  the  parent  organization,  provides  a range  of  support  services 
for  the  entire  organization,  including: 

• Shared  resources  for  administration,  marketing,  and  planning 

• Shared  processes,  such  as  quality  assurance,  documentation,  and 
information  systems 

• Channels  for  effectively  transferring  information  and  diverse  forms 
of  learning  throughout  the  corporation 

• Direction  and  coordination  of  the  corporation's  collective  and 
individual  core  skills 

• Strategic  management 

Company 

History 

CCA  was  originally  founded  in  1965  as  a product  development  library 
for  the  Department  of  Defense.  Its  first  commercial  software  products 
were  introduced  in  1980. 

In  1984,  CCA  was  acquired  by  Toronto-based  Crownx,  Inc. 

9 
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In  October  1988,  the  company  executed  an  equity  buy  out  of  its 
commercial  division  from  Crownx,  transferring  45%  stock  ownership  to 
CCA  employees. 

Crownx  currently  retains  a 45%  interest  in  the  company. 

In  January  1992,  CCA  restructured  its  operations  and  formed  Praxis 
International,  as  described  above. 

Financials 

Praxis'  fiscal  1992  revenue  reached  $36.1  million,  a 17%  increase  over 
fiscal  1991  revenue  of  $30.9  million. 

Alliances 

In  October  1992,  Segue  Partners  entered  into  a technology  alliance 
with  Cooperative  Solutions,  Inc.,  under  which  Segue  Partners  will  use 
the  Ellipse  software  development  environment  and  production  system 
from  Cooperative  Solutions  to  build  client/server  applications  for  its 
customers.  Segue  Partners  will  also  participate  in  the  Cooperative 
Solutions  Ellipse  Partners  Program,  through  which  the  two  firms  will 
jointly  conduct  marketing  and  customer  support  programs. 

w 

Praxis  has  an  alliance  with  Mozart  Systems,  Inc.,  under  which  Praxis 
uses  Mozart's  graphical  user  interface  development  tools. 

Competitors 

CCA  competitors  include  Teradata,  IBM,  Ingres  (The  ASK  Group), 
Software  AG,  and  Cincom. 

MarketPulse  major  competitors  include  Harte-Hanks  and  Axciom. 
Segue  Partners  has  no  direct  competitors. 

Key  Products  and 
Services 

INPUT  estimates  the  majority  of  Praxis'  fiscal  1992  revenue  was 
derived  from  its  Advantage  and  MarketPulse  software  products  and  the 
remainder  from  associated  professional  and  support  services. 

Computer  Corporation  of  America: 

CCA  specializes  in  high  performance  information  management 
software  for  a range  of  corporate,  research,  and  government  customers. 

The  company's  Advantage  Series  products  are  designed  for 
organizations  with  complex  and  very  large  volume  information 
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processing  applications  that  communicate  between  diverse  computer 
platforms. 

■ The  Advantage  Series  includes  an  integrated  family  of  fourth- 
generation  language  (4GL)-based  information  management  software 
products  for  the  development  and  implementation  of  large 
applications. 

• The  core  products  in  the  Advantage  Series  include  the  Model  204 
information  management  system  and  User  Language,  which  is  a 
4GL  specifically  designed  to  support  compounded,  multimillion 
record  data  bases  accessible  to  thousands  of  simultaneous  users. 

• Other  Advantage  Series  components  include: 

- User  Language/DB,  a connectivity  interface  that  enables  User 
Language  to  access  and  use  DB2  data 

- Target/204,  an  integrated  application  generator  for  document 
management  systems  encompassing  textual  and  non-textual 
information 

- Workshop/204,  an  application  development  tool  set  for 
producing  applications  based  on  User  Language  code 

- Advantage/SQL,  a full-featured  mainframe  SQL  interface  for 
Model  204  supporting  Cobol  and  C programming  environments 

- Select*,  a set  of  SQL  application  programming  interfaces  for 
Windows  and  other  selected  workstation  environments 

- Dictionary/204,  a collection  of  data  facilities  that  provides 
system-wide  information  about  the  data  base  environment 

- Horizon,  a communications  package 

- Access/204,  a decision  support  and  query/reporting  tool 

- Imagine,  a CICS  report  writer  and  query  tool 

• The  products  in  the  Advantage  Series  run  on  all  the  operating 
systems  for  the  IBM  S/370/390  system  architecture. 

• The  information  management  solutions  in  the  Advantage  Series 
feature  Rapid  Iterative  Development,  by  which  users  can  produce 
complex,  fully  customized  applications  in  much  less  time  than  they 
could  through  conventional  techniques. 
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Current  development  activity  is  focused  on  extending  the  functionality 
of  the  Advantage  Series  into  networked  computing  environments, 
particularly  in  the  personal  computer  LAN  and  UNIX  workstation 
arena. 

CCA  currently  has  more  than  750  customers  and  1,500  system 
installations  worldwide. 

MarketPulse: 

MarketPulse  is  an  application-oriented  company  that  provides  software 
and  support  for  data  base-driven  marketing  to  commercial  and 
nonprofit  customers. 

Through  a combination  of  software,  applications  consulting,  training, 
and  support  services,  the  company  enables  marketers  to  develop  and 
execute  targeted  direct  response  marketing  programs  with  the  customer 
data  in  their  information  systems. 

MarketPulse  applications  give  marketing  managers  the  tools  to 
evaluate  the  needs  and  preferences  of  customers  and  then  implement 
customized  programs  to  reach  them. 

• Users  have  the  ability  to  isolate  and  identify  individual  names  from 
millions  of  records  and  target  promotions  or  communications 
individually. 

• The  applications  run  a variety  of  computer  platforms,  including 
UNIX-based  client  server  configurations  with  extensions  to  PCs 
running  Microsoft  Windows. 

Through  its  Prove  It  program,  MarketPulse  runs  trial  applications  that 
enable  clients  to  determine  returns  on  investments  before  committing 
to  complete  system  implementations. 

Segue  Partners: 

Segue  Partners  is  a professional  services  firm  that  enables  organizations 
with  high  performance  and  high-volume  information  needs  to  make  the 
transition  to  networked  computing  environments. 

Because  it  is  an  outgrowth  of  the  former  professional  services  division 
of  CCA,  Segue  Partners  has  expertise  in  rapid,  flexible  access  to  very 
large  amounts  of  diverse  data. 
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Industry  Markets 


Clients 


Geographic 

Markets 


The  company  provides  services  that  address  the  following  information 
system  needs: 

• End-user  information  access 

• Information  systems  performance 

• Application  development 

• Right  sizing  of  computing  environments 

• Education 

Praxis  targets  its  products  to  clients  that  require  very  rapid 
implementation  of  complex,  data-intensive,  on-line  systems. 

The  majority  of  Praxis'  clients  are  in  the  financial  services,  scientific 
research,  retail,  education,  intelligence  gathering,  oil  and  gas 
exploration,  marketing,  consumer  research,  and  health  care  industries. 


Computer  Corporation  of  America  customers  include: 

• Paine  Webber 

• Phillips  Petroleum 

• Nielsen  Media  Research 

■ Marks  & Spencer  (U.K.) 

• Bank  of  Japan 

• Numerous  U.S.  federal  government  agencies 

MarketPulse  customers  include: 

• List  Maintenance  Corporation-  one  of  the  largest  direct  response 
service  bureaus  in  the  U.S. 

• College  Marketing  Group-a  provider  of  marketing  information  for 
academic  book  publishers 

• Marks  & Spencer-one  of  the  world's  largest  retail  organizations, 
based  in  London 

• DMCA-a  St.  Louis  service  bureau  that  provides  MarketPulse  to 
client  companies 

Segue  Partners'  major  client  is  Harris  Methodist  Medical  Center. 


INPUT  estimates  that  approximately  75%  of  Praxis’  fiscal  1992  revenue 
was  derived  from  the  U.S.  and  25%  from  international  sources. 
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U.S.  offices  are  in  Cambridge  (MA),  Chicago  (IL),  Dallas  and  Houston 
(TX),  Detroit  (MI),  Denver  (CO),  Mountain  Lakes  (NJ),  San  Francisco 
and  Santa  Monica  (CA),  and  Washington,  D.C. 

Praxis  supports  customers  in  20  countries  throughout  Europe  and  the 
Far  East.  Praxis'  international  headquarters  is  located  in  Maidenhead 
(England).  The  company  also  has  an  office  in  Toronto  (Canada). 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


July  1994 

PRC  Inc. 


President  & CEO: 
1500  PRC  Drive 
McLean,  VA  22102 
Phone: 

Fax: 


James  J.  Leto 


(703)  556-1000 
(703)  556-1174 


Status:  Subsidiary 

Parent:  The  Black  & Decker  Corporation 

Employees:  6,800 

Revenue:  $ 760,700,000 

Information  Services  Revenue:  $ 695,000,000* 

Fiscal  Year  End:  12/31/93 

* INPUT  estimate 


Key  Points 

• PRC  provides  scientific  and  technology- 
based  systems  and  services  to  government 
and  commercial  clients. 

• In  late  1992,  PRC  was  awarded  its  largest 
contract  ever— the  Super-Minicomputer 
Program  (SMP) — to  provide  client/server 
computer  systems  to  government  agencies. 
This  contract  has  a long-term  potential  value 
approaching  $2.5  billion. 


• In  late  1993,  PRC  streamlined  the  structure 
of  its  Federal  Systems  Group,  consolidating 
eleven  divisions  into  five  business  units  to 
enable  the  company  to  compete  more 
effectively  in  the  federal  market  and  align  the 
company  more  closely  with  its  customers. 

• During  1993,  PRC  also  restructured  the 
businesses  within  its  Commercial  Systems 
Group  to  create  customer-focused  teams 
with  greater  decision  making  authority. 

Company  Description 

PRC  provides  full  lifecycle  systems  and 
services  to  federal  government  national  priority 
markets,  including  defense,  intelligence, 
commerce,  criminal  justice,  space,  healthcare 
and  education;  and  to  the  real  estate,  public 
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safety;  and  environment  markets. 

The  company’s  full  lifecycle  systems  and 
services  include: 

• Consulting  Services — policy  analysis  and 
development,  process  reengineering  and 
requirements  analysis 

• Development — systems  engineering, 
software  development  and  application 
products 

• Integration  and  Deployment — systems 
integration,  implementation,  installation  and 
training 

• Continuing  Operations — outsourcing, 
process  management  and  facilities 
management 

PRC  operates  as  a subsidiary  of  Black  & 
Decker,  a $4.9  billion  manufacturing  firm 
based  in  Towson  (MD)  specializing  in  power 
tools,  household  appliances  and  plumbing 
products. 

PRC  was  created  in  January  1991  with  the 
merger  of  Planning  Research  Corporation  and 
Advanced  Technology,  Inc. — two  professional 
services/systems  integration  firms  acquired  by 
Black  & Decker  in  early  1989  with  the 
acquisition  of  Emhart  Corporation. 

Operations  and  Structure 

PRC  is  organized  into  three  operating  groups 
as  follows: 

• The  Federal  Systems  Group  (FSG), 
headquartered  in  McLean  (VA)  with 
approximately  4,525  employees,  provides 
business-oriented  systems  and  services  to  the 
U.S.  government,  including  systems  that 
manage  information  and  perform  business 


and  mission-specific  functions  for  both 
defense  and  civilian  agencies.  FSG  has  five 
business  units: 

- Information  Technology 

- C4I  Systems 

- Complex  Systems  Integration 

- Information  Systems 

- Applied  Engineering 

• The  Commercial  Systems  Group  (CSG), 
based  in  McLean  (VA)  with  870  employees, 
is  a leading  provider  of  computer-based 
multiple  listing  services  (MLS)  for  real  estate 
brokers  and  computer-aided  emergency 
dispatch  and  related  criminal  justice  systems 
for  state  and  local  government.  CSG  also 
provides  integrated  information  and 
engineering  services  to  the  utility  industry. 
CSG  has  three  business  sections: 

- PRC  Realty  Systems,  Inc. 

- PRC  Public  Sector,  Inc. 

- PRC  Engineering  Systems,  Inc. 

• PRC  Environmental  Management,  Inc., 
(EMI)  based  in  Chicago,  IL  with  780 
employees,  provides  environmental 
engineering  and  consulting  services  for 
domestic  and  international  governments, 
states,  industries  and  professional  service 
firms.  EMI  contributed  approximately 
12%  to  PRC's  1993  revenue. 

Company  Strategy 

Market  Focus: 

PRC’s  competitive  advantage  is  in  the  way  it 
combines  technical  strength  and  customer 
business  knowledge  to  meet  the  special  needs 
of  its  target  markets. 
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• For  example,  in  public  safety,  PRC  uses  its 
strength  in  client/server  computing,  software 
engineering,  network  integration,  imaging 
and  wireless  communications  together  with 
functional  expertise  in  emergency 
dispatching,  law  enforcement  and  criminal 
justice  to  provide  information  systems  for 
state  and  local  public  safety  agencies.  PRC 
holds  a leading  market  share  in  this  and  other 
similarly  defined  market  segments. 

• PRC’s  strategy  is  to  grow  organically  within 
current  and  adjacent  markets.  Core  markets 
include: 

- Federal  Government/National  Priority 
Markets— Defense,  Intelligence,  Criminal 
Justice,  Space,  Commerce,  Healthcare, 
Education 

- Real  Estate  Information 

- Public  Safety 

- Environment 

New  initiatives  are  underway  in  technical 
document  management  systems  and  criminal 
justice  information  systems. 

Technology  Transfer: 

Wherever  possible,  PRC  transfers  technology 
across  various  sectors  of  the  business. 

• For  example,  PRC  has  been  among  the  top 
document  imaging  integrators  since  the 
award  of  the  U.S.  Patent  and  Trademark 
Office  contract  in  1984.  Since  that  time, 

PRC  has  been  awarded  over  $1  billion  in 
imaging  systems,  including  all  branches  of 
the  Department  of  Defense,  civilian  agencies 
such  as  the  National  Weather  Service  and  the 


FBI,  state  and  local  law  enforcement 
agencies  and  the  real  estate  industry. 

• PRC  is  a leader  in  the  design,  development 
and  deployment  of  client/server  systems 
using  an  open  distributed  architecture.  In 
1993,  a Software  Engineering  Process 
Initiative  was  launched  to  improve  software 
productivity  and  quality,  while  gaining 
compliance  with  Software  Engineering 
Institute  standards. 

Additional  technological  strengths  include 
network  integration,  imaging/multimedia, 
mobile  computing,  workflow,  geographic 
information  systems  and  user  interface  design. 

People: 

PRC  implements  innovative  programs  designed 
to  improve  customer  and  employee  satisfaction 
and  productivity. 

• Programs  underway  include  a 360  degree 
appraisal  system  whereby  employees  are 
appraised  by  supervisors,  subordinates,  peers 
and  sometimes  customers.  The  strategic 
plan  includes  the  development  of  new 
training  programs  using  cost-effective 
delivery  media  such  as  CD  ROM  and 
satellite  broadcast  and  total  compensation 
programs  that  address  the  changing  needs  of 
the  workforce  while  tying  more  variable 
compensation  to  economic  value  creation. 

• PRC  continues  to  focus  on  programs  that 
advance  the  hiring,  retention  and 
development  of  a diverse  workforce. 

Although  81%  of  revenue  comes  from  federal 
markets,  investments  in  commercial  and 
international  business  remains  a strategic 
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priority.  PRC  is  successfully  transitioning 
skills  gained  from  federal  government  work  to 
commercial  clients,  especially  in  the  area  of 
document  imaging. 


PRC's  1993  revenue  reached  $760.7  million,  a 
4%  increase  over  1992  revenue  of  $733.9 
million.  A three-year  financial  summary 
follows: 


PRC,  Inc. 

Four-Year  Financial  Summary 

($  Millions) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

Revenue 

• Percent  change  from 

$760.7 

$733.9 

$684.4 

$519.1 

previous  year 

4% 

7% 

3% 

N/A 

Operating  income  (a) 

• Percent  change  from 

$32.0 

$21.7 

$35.4 

$28.3 

previous  year 

47% 

(39%) 

25% 

N/A 

Operating  income 
• Percent  change  from 

$28.9 

$18.6 

$32.3 

$25.9 

previous  year 

55% 

42% 

25% 

N/A 

(a)  Excludes  restructuring  costs,  credits  and  goodwill  amortization. 


Results  for  1993  were  primarily  due  to  the 

following: 

• Revenue  increases  in  FSG,  primarily  from 
the  SMP  contract  with  the  U.S.  government 
awarded  in  1992,  more  than  offset  declines 
in  other  federal  areas  and  CSG. 

• Excluding  the  SMP  contract,  FSG  revenues 
declined  because  of  a general  slowing  down 
of  the  government  procurement  process  and 
the  loss  of  certain  recompete  contracts. 

• CSG's  revenues  declined  primarily  as  a result 
of  reductions  in  the  Engineering  Systems 
unit,  which  receives  a large  portion  of  its 
revenues  from  one  customer  that 
significantly  reduced  its  demand  for 
consulting  services. 


• Revenues  from  CSG's  Realty  Systems  unit, 
which  provides  residential  real  estate 
multiple  listing  systems,  declined  during  the 
year  primarily  due  to  lower  publishing 
revenues  as  a result  of  reduced  demands  and 
related  pricing  pressures  within  the  industry. 

•CSG's  Public  Sector  unit,  which  provides 
computer-aided  emergency  dispatch  systems, 
generated  increased  revenues  during  1993, 
successfully  starting  up  several  new 
contracts  awarded  in  1992.  The  unit 
continues  to  be  hampered,  however,  by 
significant  delays  due  to  customer  budgetary 
constraints  and  extended  post-award 
negotiation  cycles. 


• EMI's  revenues  were  flat  compared  to  1992, 
primarily  due  to  the  Environmental 
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Protection  Agency's  slowdown  in  awarding 
new  contracts. 


Interim  Results — Revenue  for  the  three 
months  ending  April  3,  1994  reached  $190.2 
million,  compared  to  $166.8  million  for  the 
same  period  in  1993. 

Market  Financials 

Approximately  81%  ($615  million)  of  PRC's 
1993  revenue  was  derived  from  contracts  with 
various  agencies  of  the  federal  government  and 
approximately  52%  ($395  million)  was  from 
contracts  with  the  U.S.  Department  of 
Defense. 


The  remaining  19%  of  1993  revenue  came 
from  realty  boards,  state  and  local  government, 
public  utilities  and  international  government 
and  industry. 

Revenue  Analysis  by  Product  Line: 


INPUT  estimates  PRC's  1993  worldwide 
information  services  revenue  was  $695  million. 
U.S.  information  services  revenue  for  1993 
was  approximately  $665  million  and  was 
segmented  as  follows: 


Professional  services 40% 

Systems  integration 35% 

Systems  operations 9% 

Processing  services 9% 

Network  services 4% 

Applications  software 3% 

100% 


Geographic  Markets 

Over  95%  of  PRC's  1993  revenue  was  derived 
from  the  U.S.  and  less  than  5%  from 
international  sources. 


Employees 

PRC  has  approximately  6,800  employees, 
segmented  as  follows: 


Federal  Systems  Group: 

Applied  Engineering 2,000 

C4I  Systems 525 

Complex  Sys.  Integration 400 

Information  Systems 200 

Information  Technology 1.400 

4,525 

Commercial  Systems  Group: 

PRC  Realty  Systems 550 

PRC  Public  Sector 200 

PRC  Engineering  Systems 120 

870 


PRC  Environment 

Management 780 

Corporate  and  other 625 

6,800 


Key  Product  and  Services 

PRC's  products  and  services  are  summarized 
by  operating  group  as  follows: 

Federal  Systems  Group  (FSG): 

Information  Technology  provides  specialized 
technical  engineering  and  consulting  services 
for  customers  throughout  the  Department  of 
Defense  as  well  as  civilian  government 
agencies. 

• Services  include  the  design,  development, 
acquisition  and  integration  of  information 
systems. 

• PRC  is  providing  engineering  and  technical 
services  and  life  cycle  support  to  the 
SPAWAR  PD  60  C4I  system  development 
and  acquisition  efforts.  Among  the 
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programs  supported  are  the  Joint  Maritime 
Command  Information  Systems  Ashore  and 
the  Navy  Tactical  Command  System-Afloat, 
the  Navy  Tactical  Command  Support 
System,  the  Navy  Oceanographic  Data 
Distribution  Expansion  System  and  the  Navy 
Worldwide  Military  Command  and  Control 
System. 

• PRC  provides  a range  of  consulting  services 
to  assist  federal  agencies  in  their 
implementation  of  Total  Quality 
Management  (TQM)  programs.  Services 
include  process  re-engineering,  training, 
implementation  assistance  and  consulting. 

• Major  work  locations  include  Crystal  City, 
McLean  and  Reston  (VA),  San  Antonio 
(TX),  El  Segundo  (CA)  and  St.  Louis  (MO). 

C4I  Systems  serves  both  federal  and  state 
governments  by  applying  information  sciences 
technology  to  solve  complex  command, 
control,  communications,  computers  and 
intelligence  (C4I)  problems  with  associated 
professional  services. 

• For  the  National  Air  Intelligence  Processing 
Center,  Wright-Patterson  Air  Force  Base, 
PRC  has  provided  ongoing  database  and 
applications  development  covering  a variety 
of  technical  subject  areas.  This  includes 
radar  and  missile  characteristics,  soft  copy 
photo  exploitation,  collection  requirements 
management,  database  administration, 
database  modeling  and  user  familiarization. 

• Under  the  Naval  Command,  Control  and 
Ocean  Surveillance  Center  Division  contract 
in  Philadelphia  (PA),  PRC  designs  and 
develops  software  and  provides  hardware 
and  software  integration  for  the  Naval 
Tactical  Command  System  Afloat 


Intelligence  Processing  System  (NIPS) 
portion  of  the  Joint  Maritime  Command 
Information  System. 

• Major  work  locations  include  Omaha  (NE), 
Dayton  (OH),  McLean  and  Virginia  Beach 
(VA)  and  Philadelphia  (PA). 

Complex  Systems  Integration  provides  value- 
added  systems  integration  services  in  support 
of  enterprise  solutions. 


• Most  work  is  client/server  oriented, 
generally  follows  an  open  systems  paradigm, 
almost  always  involves  large  systems  with 
diverse  components  and  typically  involves 
imaging  applications,  with  an  emphasis  on 
migrating  toward  multimedia  applications. 

• For  the  Department  of  Commerce,  PRC 
designed,  developed,  integrated  and 
continues  to  support  the  U.S.  Patent  and 
Trademark  Office's  Automated  Patent 
System  (APS),  which  is  capable  of  storing 
and  retrieving  14  million  paper  documents 
and  130  million  pages  of  text  and  graphics. 
The  12-year  program  is  valued  at  $455 
million. 


• PRC  is  supporting  the  Automated  Weather 
Interactive  Processing  System  (AWIPS) 
under  an  1 1-year  program  worth 
approximately  $227  million.  As  part  of  the 
National  Weather  Service  Modernization 
program,  AWIPS  will  allow  forecasters  to 
quickly  access  multiple  sources  of  data  from 
a single  workstation.  Data  sources  include 
satellite  imagery  and  radar  images  for 
tracking  violent  weather  and  up  to  1,700 
automated  devices  for  collecting  ground 
observations  of  temperature,  precipitation, 
wind  speed,  direction  and  visibility. 
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Major  work  locations  include  McLean,  Lake 
Fairfax  and  Reston  (VA). 


The  Applied  Engineering  unit  improves, 
upgrades  and  provides  next-level  technology 
systems  for  customers'  existing  information 
systems.  This  includes  radar  sites  for  the  U.S. 
Air  Force,  testing  activities  for  the  U.S.  Army 
and  Navy  and  information  systems  for  civilian 
agencies.  In  the  case  of  civilian  and  defense 
agencies,  PRC  is  taking  mainframe  systems 
into  client/server  environments. 


• PRC  develops  and  implements  the 
automated  data  processing  and 
telecommunications  systems  that  support  the 
entire  NASA  Headquarters'  operations, 
making  available  the  latest  hardware  and 
software  for  processing  the  large  volumes  of 
data  required  for  space  missions. 

• At  NASA  Dryden,  PRC  supplied  advanced 
technology  for  improved  aerospace  design 
and  performance.  PRC  also  supports 
simulations  and  models  for  many  of  the 
major  flight  projects  at  Dryden,  including 
vehicle  dynamics,  aerodynamics  and 
structural,  propulsion  and  dynamic  control 
models. 


• Major  work  locations  include  Washington, 
D.C.,  San  Diego,  Los  Angeles,  Camarillo 
and  Pasadena  (CA). 

Information  Systems  provides  the  latest 
technology  to  customers  who  are  in  the 
process  of  re-engineering  their  businesses  and 
upgrading  their  information  systems. 

• Services  range  from  requirements  definition 
through  installation  and  support  for  total 
solutions.  This  unit  also  provides  document 
management  systems,  multimedia  database 
publishing  services  (print,  CD  ROM  etc.). 


document  conversion  services  and 
computing  services  (both  remote  and  at 
customers  sites)  to  government  and 
commercial  clients. 

• In  1 992,  PRC  was  awarded  the  Super- 
Minicomputer  Program  (SMP)  contract  by 
the  U.S.  Air  Force.  SMP  provides  extensive 
communications  capabilities  for  local  and 
wide-area  networks,  with  complete  UNIX 
systems  ranging  in  size  to  serve  from  one  to 
more  than  250  users.  SMP  is  used  for 
acquiring  low-risk,  high-performance  and 
standards-compliant  computing  solutions  for 
all  Department  of  Defense  information 
system  requirements.  This  contract  has  a 
total  potential  value  of  $2.5  billion  over  nine 
years. 

• The  Joint  Engineering  Data  Management 
Information  and  Control  System  (JEDMICS) 
is  a 10-year,  $193  million  Department  of 
Defense  procurement  that  calls  for  PRC  to 
convert,  store,  protect,  process,  locate  and 
retrieve  large  engineering  drawings  and 
related  text.  The  documents  are  scanned  and 
stored  on  network-accessible  optical  media, 
providing  near-immediate  on-line  access  at 
distributed  workstations  at  a number  of 
military  installations. 

Other  FSG  contracts  include  the  following: 

• In  1 992,  PRC  was  awarded  a contract  to 
provide  document  imaging  services  to  Mobil 
Corporation. 

• Other  commercial  clients  who  are  investing 
in  pilot  imaging  systems  and  studies  include 
Philip  Morris  Companies  and  its  Oscar 
Mayer  Foods  Division,  Deere  & Company 
and  Rochester  Gas  & Electric  Corporation. 
PRC  is  also  providing  an  imaging  system  to 
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help  a leading  Australian  firm  to  manage  its 
engineering  drawings  and  documentation. 

• In  April  1994,  PRC  was  awarded  an  eight- 
year,  $75  million  contract  by  the  FBI  to 
design,  build,  operate  and  provide  ongoing 
maintenance  for  the  Identification  Tasking 
and  Networking  (ITN)  component  of  the 
FBI's  new  Integrated  Automated  Fingerprint 
Identification  System. 

• In  September  1993,  PRC  was  awarded  a 
five-year,  $76  million  contract  by  the  John 
A.  Volpe  National  Transportation  Center  in 
Cambridge  (MA)  to  provide  operations 
research  and  analysis  support  to  the  center  to 
improve  the  nation's  air,  ground  and  sea 
transportation  systems.  PRC  will  work  with 
a team  of  subcontractors  to  assist  in  the 
functional  areas  of  human  performance, 
modeling,  economic  and  regulatory  analysis, 
safety  and  security,  environmental  analysis 
and  distribution  logistics. 

• PRC  Aviation  provides  a range  of  consulting 
services  for  the  business  aviation  industry. 
PRC  Aviation  and  SCANAIR  developed 
TEAMS  (Technical  Engineering  and 
Maintenance  System),  a microcomputer 
software  program  that  manages  all  aspects  of 
maintenance,  engineering,  planning  and 
control  for  all  categories  of  aircraft. 

TEAMS  is  being  jointly  marketed  by  AMR 
Training  and  Consulting  Group,  SCANAIR 
and  PRC. 

• In  July  1993,  PRC  was  awarded  a five-year, 
$8  million  contract  by  the  Port  Hueneme 
Division  of  the  Naval  Surface  Warfare 
Center  in  Southern  California  to  provide 
combat  and  weapons  systems  engineering 
functions  to  the  Navy. 


• PRC  is  providing  technical  expertise  and 
operational  support  for  the  U.S.  Army's  Test 
and  Experimentation  Command's  network 
control  center  and  associated 
telecommunications  network  in  Fort  Hood 
(TX)  under  a four-year,  $6.9  million 
contract. 

Commercial  Systems  Group: 

PRC  Realty  Systems  is  the  largest  provider  of 
computerized  multiple  listing  service  (MLS) 
systems  and  real  estate  information  in  North 
America.  The  unit  provides  network  services, 
processing,  integrated  systems  and  database 
publishing  services  to  the  real  estate  industry.. 

• Stellar  II  is  an  on-line  real  estate  MLS 
system  that  allows  real  estate  professionals 
to  enter  and  retrieve  detailed  property  listing 
information  through  a single  terminal. 

Stellar  operates  on  HP  9000  series 
computers. 

• Questra™  software  allows  users  to  access 
their  MLS  database  on  Apple’s  Newton 
MessagePad  or  Sharp  Wizard. 

• Altaira™  for  Windows  lets  users  access  their 
MLS  database  through  Microsoft  Windows. 

• Other  products  include  PowerSystemR,  a 
distributed  database;  StellarVision,  which 
uses  imaging  technology  to  distribute  and 
display  photos  of  houses;  BookWorks™,  a 
standalone  PC-based  in-house  MLS  book 
publishing  system;  and  other  on-line  MLS 
systems  and  published  books. 

• During  1993,  PRC  introduced  a new  service 
providing  on-line  listings  of  foreclosed 
properties  through  a teaming  agreement  with 
Business  Information  Network  of  Fort 
Washington  (MD). 
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• In  1992,  PRC  signed  its  first  contract  outside 
the  U S.  to  provide  MLS  services  in  Ottawa 
(Canada). 


• More  than  200,000  real  estate  professionals 
throughout  the  U.S.  and  Canada  are  served 
by  PRC  systems. 


PRC  Public  Sector,  Inc.  (PSI)  develops, 
installs  and  supports  advanced  systems  for 
computer-aided  dispatching,  mobile  data 
communications,  message  switching  and 
automatic  records  management  for  state  and 
local  government. 


• Altaris™,  introduced  in  1993,  integrates 
emergency  dispatching;  police,  fire,  jail  and 
other  records  management;  workflow 
management;  and  criminal  justice 
information  handling  into  one  system. 

Altaris  is  an  open  system  that  operates  on 
virtually  any  OSF-compliant  UNIX  platform. 


• Under  contract  with  the  city  of  Portland 
(OR),  PRC  is  providing  a computer-aided 
dispatch  system  for  police,  fire  and 
emergency  medical  service  agencies  that 
serve  the  city's  600,000  residents.  The 
contract  includes  advanced  technology 
features  such  as  graphical  mapping  and 
mobile  data  terminals  to  provide  officers  in 
the  field  immediate  access  to  vital  criminal 
history  information. 


• PRC  has  installed  computer-aided 
dispatching  systems  in  eight  of  the  ten  largest 
U.S.  cities,  serving  150  jurisdictions  and 
more  than  850  agencies. 

PRC  Engineering  Systems,  Inc.  (ESI)  provides 
value-added  engineering,  management 
information  systems  and  consulting  services  to 
public  utilities.  Specialized  services  include 
materials  management  and  procurement 
engineering  services,  maintenance  and 
reliability  engineering,  business  process  re- 
engineering consulting  and  consulting  for 
quality  assurance  and  total  quality  management 
programs. 

• In  January  1 994,  PRC  was  awarded  three 
new  contracts  with  a combined  value  of 
approximately  $9  million  over  three  years  to 
supply  upgrades  to  vendor  manuals  covering 
all  equipment  within  the  nuclear  power 
plants  at  Gulf  States  Utilities'  River  Bend 
Station  (LA),  the  Bellefonte  Nuclear  Plant 
(AL)  and  the  Donald  C.  Cook  Nuclear  Plant 
(MI). 

• PRC  provides  engineering  and  consulting 
services  for  the  Tennessee  Valley  Authority 
(TVA)  Brown's  Ferry  and  Watts  Bar  nuclear 
power  plants.  Some  of  ESI's  responsibilities 
include  the  support  of  ongoing  operations  at 
Brown's  Ferry  and  a vendor  manual  upgrade 
program  for  TVA. 


• PRC  is  upgrading  Fairfax  County  (VA) 
computer-aided  dispatching  with  a graphical 
user  interface  capability. 


• In  February  1994,  PRC  was  awarded  a $5. 1 
million  contract  with  the  city  of  Boston 
(MA)  to  provide  computer-aided  dispatching 
support  and  customization  to  Boston  police, 
fire  and  emergency  medical  agencies  using 
DEC  VAX  4000  computers. 


• PRC  provides  vendor  manual  support  to 
Arizona  Public  Services  for  its  Palo  Verde 
Nuclear  Generating  Station,  the  largest 
single  nuclear  operating  facility  in  the  U.S. 
ESI  recently  completed  a contract  to  create 
vendor  technical  manuals  and  is  currently 
working  under  a consulting  contract  to 
maintain  the  manuals. 
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PRC  has  a strategic  partnership  with  Hewlett- 
Packard  to  jointly  develop  and  market  open 
systems  solutions  for  the  public  safety  and 
criminal  justice  markets  on  the  HP  9000. 


9 


• Major  work  locations  are  in  Lisle  (EL), 
Chattanooga  and  Spring  City  (TN)  and 
Litchfield  Park  (A Z). 

PRC  Environmental  Management,  Inc.: 

EMI  provides  environmental  engineering  and 
consulting  services  for  domestic  and 
international  governments,  states,  industries 
and  professional  service  firms.  Since  its 
formation  in  1984,  EMI  has  grown  from  a staff 
of  five  scientists  and  engineers  to  nearly  800 
professional  support  employees. 

EMI  is  providing  technical  support  for  the 
Comprehensive  Long-Term  Environmental 
Action  Navy  (CLEAN)  Program,  Central  Zone 
under  a 10-year,  $260  million  contract. 


PRC  selects  the  best  product  and  service 
suppliers  to  meet  the  needs  of  each  customer. 
By  adhering  to  open  systems  standards,  PRC  is 
able  to  work  with  a large  number  of  hardware, 
software  and  service  providers. 


PRC’s  strategic  alliances  include: 

• Hardware — Hewlett-Packard,  IBM,  DEC 
Sun 

• Software — Oracle,  Informix,  Sybase, 
Uniplex 


EMI  has  a five-year,  $25  million  contract  by 
the  Department  of  Interior's  Fish  and  Wildlife 
Service  for  hazardous  waste  analysis  and  cost 
assessment  support. 

Under  a 10-year,  $212  million  contract  to  the 
Environmental  Protection  Agency  (EPA),  EMI 
is  investigating  and  cleaning  up  abandoned 
hazardous  waste  sites  in  EPA's  Region  5 
(Illinois,  Indiana,  Ohio,  Michigan,  Wisconsin 
and  Minnesota). 


• Network/Communications — Motorola,  FTP, 
Synoptics,  Cisco 

• Imaging — 3M 

Competitors 

PRC's  major  competitors,  by  business  unit,  are 
as  follows: 


FSG  Applied  Engineering — SAIC,  CSC, 
Lockheed,  Boeing 


Under  a five-year  contract  to  the  Department 
of  Energy,  EMI  is  providing  technical  support 
services  at  a waste  processing  facility  at  the 
Savannah  River  site  in  Aiken  (SC). 


FSG  C4I  Systems— SAIC,  GTE,  Sterling 
Software,  TRW,  Martin  Marietta,  CSC, 
McDonnell  Douglas,  Logicon,  Vitro,  Harris 
Corporation 


Marketing  and  Sales 

PRC  sells  its  products  and  services  through 
dedicated  direct  sales  organizations  within 
each  of  its  operating  groups  units. 

Alliances 

PRC  has  various  alliances,  including  the 
following: 


FSG  Complex  Systems  Integration — CSC, 
SAIC,  Harris  Corporation,  TRW 

FSG  Information  Systems — CSC,  SAIC 

FSG  Information  Technology — CSC,  SAIC 

CSG/PRC  Realty  Systems,  Inc. — Boris, 
Moore,  Realtron,  AT&T 
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CSG/PRC  Public  Sector,  Inc. — Tiburon,  OCS 
SCC,  PSSI,  SHL  Systemhouse,  TRW,  Unisys 


CSG/PRC  Engineering  Systems,  Inc. — Pacific 
Nuclear,  ABB/Impell 


PRC  Environmental  Management,  Inc. — 
SAIC,  ICF,  Kaiser  Engineers,  Jacobs 
Engineering  Group,  CH2M  Hill 

INPUT  Assessment 

PRC's  strengths  include: 

• Providing  full  lifecycle  systems  and  services 


• Applying  technological  expertise  to  well- 
understood  businesses 

• Significant  IT  and  imaging  expertise 


• Holding  some  of  the  federal  government’s 
“hottest”  IT  contracts 

• A total  contract  backlog  of  over  $2  billion 


Challenges  include: 


• Achieving  adjacent  market  expansion 

• Leveraging  technical  expertise  and  core 
competencies  (Program  Management, 
Multimedia/Imaging,  Software  Engineering 
and  Open  Systems)  across  all  of  the 
company 

• Using  successful  sales  strategies  to  realize 
the  full  value  of  flexible  contracts 


Parent  Company: 

Black  & Decker  Corporation 
701  East  Joppa  Road 
Towson,  MD  21286 
(410)  716-3900 


PRC  Inc. 
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Page  11  of  11 


PRECISION  VISUALS,  INC. 

6230  Lookout  Road 
Boulder,  CO  80301 
Phone:  (303)530-9000 
Fax:  (303)530-9329 


James  R.  Warner,  Chairman  and  CEO 

Private  Corporation 

Total  Employees:  140  (3/92) 

Total  Revenue,  Fiscal  Year  End 
3/31/92:  $18,800,000 


The  Company  Precision  Visuals,  Inc.,  founded  in  1980,  provides  visual  data 

analysis  software  tools  and  professional  consulting  services  for 
engineering  and  scientific  applications  to  clients  across  multiple 
industries. 

The  company  is  a Cooperative  Marketing  Partner  with  DEC,  a 
Selected  Solutions  Vendor  with  Tektronix,  an  active  participant  in 
Sun's  Catalyst  program  for  third-party  software  suppliers,  and  a 
participant  in  similar  programs  with  Hewlett-Packard  and  Silicon 
Graphics. 

Precision  Visuals'  fiscal  1992  revenue  reached  $18.8  million,  a 12% 
increase  over  fiscal  1991  revenue  of  $16.8  million.  The  company 
has  operated  profitably  in  11  of  its  12  years.  A three-year  revenue 
summary  follows: 


PRECISION  VISUALS,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

Revenue 

• Percent  increase 

$18.8 

$16.8 

$18.0 

(decrease)  from 
previous  year 

12% 

(7%) 

N/A 

Precision  Visuals  is  organized  into  the  following  units: 

■ The  Software  Products  organization  develops  and  tests  Precision 
Visuals'  software  products. 

• The  Marketing  organization  develops  product  strategies,  plans, 
and  merchandising  programs  for  Precision  Visuals'  products. 
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Key  Products  and 

Services 


• The  Sales  organization  sells  through  direct  field  and  telebased 
sales  representatives  and  indirectly  through  value-added  resellers 
(VARs). 

• The  Customer  Support  Group  consists  of  specially  trained 
customer  support  engineers  who  staff  a Helpline,  providing 
technical  assistance  to  users  of  Precision  Visuals'  products. 

• The  Professional  Services  Group  is  responsible  for  software 
product  training  and  installation  and  provides  custom  consulting 
services. 

• Precision  Visuals  also  operates  three  wholly  owned  European 
subsidiaries  in  the  U.K.,  Germany,  and  France. 

As  of  March  1992,  Precision  Visuals  had  approximately  140 

employees,  segmented  as  follows: 


Field  sales  and  technical  support  45 

Professional  services  6 

Administration,  finance,  and 
marketing  30 

Engineering  25 

International  34 


140 

Major  competitors  include  SAS  Institute,  UNIRAS,  BBN,  and 
Techplot. 


Approximately  60%  of  Precision  Visuals'  revenue  is  derived  from 
applications  software  products  and  30%  from  associated  support 
services.  The  remaining  10%  is  derived  from  professional  services. 

Precision  Visuals  offers  software  products  for  graphics  and  data 
analysis  applications  to  engineers,  scientists,  researchers, 
programmers,  and  other  professionals.  The  company  has  its 
products  installed  on  approximately  10,000  mainframes, 
minicomputers,  and  workstations  worldwide. 

• Precision  Visuals'  software  products  are  available  for  various 
mainframes,  minicomputers,  and  workstations,  including  IBM, 
Convex,  DEC,  Sun,  Hewlett-Packard,  Silicon  Graphics  and 
compatible  systems,  and  support  over  100  different  graphic 
displays,  workstation  displays,  and  hardcopy  devices. 
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Industry  Markets 


• Products  are  typically  sold  as  node-locked  or  floating  user 
licenses.  Pricing  varies  depending  on  the  number  of  users 
accessing  a license. 

• A summary  of  Precision  Visuals'  current  product  offerings  is 
shown  in  the  exhibit. 

Software  support  services  include  the  following: 

• Many  customers  purchase  installation  and  training  support  from 
the  Professional  Services  Group  in  addition  to  annual  software 
maintenance  contracts. 

• Telephone  support  is  provided  by  HelpLine  engineers  in  the 
Customer  Support  Group. 

• On-site  support  is  provided  by  both  field  technical  support 
engineers  and  the  Professional  Services  Group. 

In  addition  to  providing  software  installation  and  training,  Precision 
Visuals'  Professional  Services  Group  also  offers  custom  consulting 
services.  Custom  projects  include  specialized  device  driver 
development,  file  conversion  utilities,  data  base  links,  and 
application  design  and  development. 


Precision  Visuals  derives  its  revenue  from  clients  in  various 
industries. 

Precision  Visuals'  software  products  are  used  by  organizations  with 
a need  to  display  and  interact  with  scientific,  engineering,  or 
business  data.  Customers  generally  fall  into  one  of  the  five 
following  market  segments: 

• Large  commercial  organizations.  Examples  of  industries  served 
include  aerospace,  oil  and  gas,  manufacturing,  communications, 
and  financial  services.  Applications  range  from  computational 
fluid  dynamics  to  reservoir  modeling,  engine  design, 
communication  network  simulation,  and  investment  portfolio 
management. 

■ Government  agencies,  the  Department  of  Defense  (DoD),  and 
government  contractors.  DoD,  NASA,  and  their  contractors  use 
Precision  Visuals'  software  for  interactive  mapping,  displaying 
aerodynamic  test  data,  satellite  monitoring,  terrain  analysis,  and 
the  preparation  of  presentation  materials  for  high-level  briefings. 
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EXHIBIT 

PRECISION  VISUALS  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

PV-WAVE 

Interactive  system  for  visualizing,  analyzing,  and 
presenting  technical  data.  Two  versions 
are  available: 

- Command  Language  for  application  developers 

- Point  & Click  for  end  users 

DI-3000 

Graphics  tool  package  consisting  of  more  than  200 
Fortran-callable  subroutines  providing  2D  and 
3D  capabilities 

DI-3000  XPM 

Graphical  data  base  package  for  simulation  modeling 
and  design  of  2D  and  3D  applications 

GRAFMAKER 

Data  presentation  subroutine  for  DI-3000 

Contouring  System 

Library  of  subroutines  for  DI-3000  that  define  and 
display  contour  maps  or  mesh  surfaces  from 
gridded  or  random  3D  data 

AddSys-3000 

Provides  an  interface  to  the  Tektronix  line  of  41  xx 
terminals 

TEXTPRO 

Set  of  24  type  faces  for  publication-ready  output 
directly  from  a graphics  application 

GK-2000 

Tools  package,  with  extensions,  that  meets  level  2b 
specification  of  the  graphics  kernel  system 

PicSure  and  PicSure  Plus 

Conversational  computer  graphics  systems  for 
designing  and  producing  charts  and  graphs 

Extended  Metafile 

Standalone,  interactive  tool  for  storage,  retrieval, 
manipulation,  and  transport  of  graphical  images  for 
viewing  or  hardcopy 

CGM/Metafile 

A device-independent  picture  library  for  image 
storage,  transmission,  manipulation,  and  display 
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• Commercial  and  government  research  laboratories. 
Organizations  such  as  Los  Alamos  Labs,  the  Max  Planck 
Institute,  and  Sandia  National  Labs  use  Precision  Visuals' 
software  to  model  ground  water  flows,  molecular  structures, 
space  physics,  and  the  muscle  action  of  disabled  children.  Large 
volume  data  reduction  and  display  is  a common  application  in 
fields  such  as  high-energy  physics  and  agricultural  hybridization. 

• Universities.  Over  200  universities  use  Precision  Visuals' 
software  for  research  projects,  university  administration,  and  for 
teaching  engineering,  hard  sciences,  social  sciences,  and  software 
engineering  techniques. 

• OEMs.  Certain  OEMs  embed  Precision  Visuals'  software  with 
their  applications  for  rapid  prototyping,  graphics  output,  and 
graphics  interaction. 

Geographic 

Markets 

Approximately  65%  of  Precision  Visuals'  fiscal  1992  revenue  was 
derived  from  the  U.S.  and  35%  from  international  sources. 

C 

U.S.  regional  sales  offices  are  located  in  Wellesley  (MA),  Solon 
(OH),  and  Dunn  Loring  (VA)  (Eastern  Region);  and  Dallas  (TX), 
Palo  Alto  and  Patterson  (CA),  Chicago  (IL)  (Western  Region). 

Precision  Visuals  International,  made  up  of  the  company's  three 
European  subsidiaries,  has  offices  in  London,  Frankfurt,  and  Paris. 

Precision  Visuals'  products  are  marketed  through  distributors  in 
Italy,  Switzerland,  Africa,  Asia,  and  Japan  (Nishimen). 

Computer 

Hardware 

Corporate  computing  resources  include  several  DEC  VAX 
superminicomputers;  DEC,  Sun,  HP,  and  other  UNIX-based 
workstations;  IBM  and  Apple  microcomputers;  and  over  100 
graphics  displays  and  hardcopy  devices. 
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December  1996 

Premenos  Technology 
Corporation 


Chairman  and 
Interim  CEO: 

1000  Burnett  Avenue 
Concord,  CA  94520 
Phone: 

Fax: 


Lew  Jenkins 


(510)  602-2000 
(510)  602-2024 


Internet:  http://www.premenos.com 


Status:  Public 

Employees:  250  (12/96) 

Revenue,  FYE  12/31/95:  $25,519,000 

Revenue,  9 mos.  ending  9/30/96:  $22,582,000 


Key  Points 

• Premenos  is  a leading  provider  of  electronic 
commerce  solutions  for  established  and 
emerging  trading  communities. 

• In  October  1996,  Premenos  announced  the 
resignation  of  its  president  and  CEO.  Daniel 
Federman.  Mr.  Federman,  who  joined 
Premenos  in  1991  as  president  and  CEO, 
resigned  his  position  to  pursue  other 
opportunities.  Lew  Jenkins,  chairman  and 


cofounder  of  Premenos,  will  assume  the  role 
of  interim  CEO  pending  appointment  of  a 
permanent  successor. 

• In  November  1996,  Premenos  introduced  its 
latest  client/server  EDI  translation  product 
line,  EDI/Open  Version  3,  offering  new 
support  for  Windows  NT.  EDI/Open  was 
formerly  marketed  as  EDI/e. 

• In  July  1996,  Premenos  added  technical 
expertise  in  the  financial  data  security  area 
with  the  acquisition  of  Prime  Factors,  Inc. 

• In  May  1996,  Premenos  expanded  its 
electronic  commerce  offerings  with  the 
acquisition  of  Don  Valley  Technology 
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Corporation  and  its  PowerDox  forms-based 
platform. 

Company  Description 

Premenos,  founded  in  1987,  develops, 
markets,  and  supports  electronic  commerce 
software  products  and  services  that  enable 
businesses  to  engage  in  business-to-business 
electronic  transactions  and  communications 
using  electronic  data  interchange  (EDI), 
e-mail,  and  other  communications  software. 

By  using  the  company’s  software,  businesses 
are  able  to  transfer  electronic  information 
over  proprietary  networks  or  the  Internet  and 
other  TCP/IP  networks. 

• Premenos’  products  are  designed  to  provide 
timely,  accurate,  cost-effective  and  secure 
electronic  transmission  between  a business 
and  its  trading  partners,  including 
supphers,  customers,  and  financial 
institutions. 

• Currently,  the  company’s  software 
applications  enable  businesses  electronically 
to  execute  more  than  150  types  of  business 
transactions,  including  essential  commercial 
functions  such  as  purchasing,  invoicing, 
shipping,  and  notification. 

• Premenos’  EDI  translation  products  include 
EDI/400  for  IBM’s  AS/400,  with  more  than 
3,500  units  installed,  and  EDI/Open  for 
Windows  NT  and  UNIX  environments. 

• Premenos’  Templar  is  the  first  deployable 
encryption  and  authentication  software 
package  to  provide  secure  and  reliable 
business-to-business  EDI  over  the  Internet. 

In  September  1995,  Premenos  completed  an 
initial  pubic  offering  of  approximately  3.65 
million  shares  of  its  common  stock,  generating 
net  proceeds  of  approximately  $59.7  million. 


Organization  and  Structure 

Premenos’  key  executives  are  summarized 
below: 


Premenos  Key  Executives 


Name 

Title 

Lew  Jenkins 

Chairman  and  Interim  CEO 

David  Hildes 

Vice  Chairman 

Beverly  Ulbrich 

SVP  Marketing 

Rick  Ludlow 

SVP  Sales 

Gerry  Diamond 

SVP 

Ward  Wolff 

SVP  and  CFO 

Premenos  is  headquartered  in  Concord  (CA). 
Additional  offices  are  in  Atlanta,  Boston, 
Eugene  (OR),  Minneapolis,  New  York, 
Philadelphia,  London,  Paris,  and  Toronto. 

Subsidiaries  include  the  following: 

• Premenos  Canada,  based  in  Toronto 

• Prime  Factors,  Inc.,  based  in  Eugene  (OR) 

• Premenos  Europa,  S.A.,  based  in  Paris 

• Premenos  U.K.,  Ltd.,  based  in  London 

Company  Strategy 

Premenos’  objective  is  to  be  a leading  provider 
of  software  and  services  that  enable 
businesses  to  conduct  electronic  commerce 
transactions  over  proprietary  networks  or  the 
Internet  and  other  TCP/IP  networks. 

Premenos  is  focusing  its  corporate  strategy, 
including  management  and  resource 
allocation,  on  leading  the  business-to-business 
electronic  commerce  market.  The  company  is 
committed  to  remaining  a leader  of  EDI 
software  and  services  for  the  midrange 
computer  market  and  to  leverage  that  position 
as  it  emphasizes  emerging  electronic 
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commerce  markets.  Premenos  intends  to 
maintain  this  leadership  by: 

• Continuing  to  release  upgraded  versions  of 
existing  products  with  additional  functions 
and  features 

• Developing  complementary  products,  such 
as  network  communications  modules 

• Enabling  more  businesses  to  trade  with 
each  other  over  ubiquitous,  open  networks 

• Moving  further  into  the  client/server  arena 

• Acquiring  businesses  and  products  that 
complement  or  enhance  current  offerings,  as 
evidenced  by  the  acquisitions  of  Don  Valley’s 
forms-based  technology  and  Prime  Factors 
with  its  expertise  in  financial  transaction 
security 

Premenos  also  intends  to  leverage  its 
leadership  position  in  the  midrange  EDI 
market  to  replace  customer  dependence  on 
high-cost  proprietary  networks  with  the 
Templar  open  systems  software  solution. 
Premenos  intends  to: 

• Use  its  detailed  knowledge  of  EDI  to 
replicate  in  software  the  functionality  of 
proprietary  networks 

• Promote  open  system  architectures  through 
standard  groups,  product  positioning,  and 
solutions  for  interconnectivity,  while 
continuing  to  maintain  compatibility  with 
significant  proprietary  systems 

EDI  market  penetration  is  typically  driven  by 
a hub  organization  with  the  market  influence 
to  persuade  its  trading  partners  to  use  EDI  as 
a condition  of  transacting  business  with  the 
hub. 


• Acceptance  of  Premenos’  EDI  products  by 
hubs  has  been  a significant  factor  in  the 
company’s  EDI  market  penetration. 

• Premenos  believes  that  acceptance  by  hubs 
will  similarly  drive  Templar  sales. 

• For  all  its  products,  Premenos  intends  to 
continue  fostering  relationships  with  hub 
organizations. 

Premenos  intends  to  build  sales  through  its 
direct  sales  force  and  through  increased 
emphasis  on  third-party  distribution 
channels,  and  also  plans  to  pursue 
relationships  and  alliances  with  providers  of 
complementary  and  related  products  and 
services. 

Financials 

Premenos’  1995  revenue  reached  $25.5 
million,  a 28%  increase  over  1994  revenue  of 
$20.0  million.  Net  income  was  $1.5  million  in 
1995,  down  from  $1.8  million  in  1994. 

A five-year  financial  summary  and  a three- 
year  source  of  revenue  summary  are  shown  on 
the  following  page. 

Premenos’  spending  on  product  development 
and  sales  and  marketing  increased  as  a 
percentage  of  revenue  during  1995  due  to  new 
EDI  translation  software  product  releases  and 
the  launch  of  Templar. 

• Product  development  expenses,  net  of 
capitalized  software  development  costs, 
were  $7.0  million  (28%  of  revenue)  in  1995, 
$4.7  million  (23%  of  revenue)  in  1994,  and 
$3.6  million  (27%  of  revenue)  in  1993. 

• Sales  and  marketing  expenses  were  $8.5 
million  (33%  of  revenue)  in  1995,  $5.8 
million  (29%  of  revenue)  in  1994,  and  $4.2 
million  (32%  of  revenue)  in  1993. 
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Premenos  Technology  Corporation 
Five-Year  Financial  Summary 
($  Thousands,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$25,519 

$20,005 

$13,066 

$10,357 

$6,093 

• Percent  change  from 

previous  year 

28% 

53% 

26% 

70% 

5% 

Income  (loss)  before  taxes 

$1,715 

$2,770 

$219 

$(73) 

$(207) 

• Percent  change  from 

previous  year 

(38%) 

* 

400% 

65% 

36% 

Net  income  (loss) 

$1,497 

$1,815 

$143 

$(73) 

$(276) 

• Percent  change  from 

previous  year 

(1 8%0 

* 

296% 

74% 

(36%) 

Earnings  (loss)  per  share 

$0.16 

$0.28 

$0.03 

$(0.01) 

(0.03) 

• Percent  change  from 

previous  year 

(43%) 

833% 

400% 

67% 

-- 

* Percent  change  exceeds  1,000%. 


Premenos  Technology  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$17.8 

70% 

$13.3 

66% 

$9.0 

69% 

Services 
- Maintenance 

6.7 

28% 

5.0 

25% 

3.3 

25% 

- Other  (a) 

1.0 

2% 

1.7 

9% 

0.8 

6% 

Total 

$25.5 

100% 

$20.0 

100% 

$13.1 

100% 

(a)  Includes  training,  support,  and  contract  services. 


Revenue  from  software  license  fees  and 
royalties  increased  34%  during  1995  due  to 
increased  market  acceptance  of  EDI 
technology  and  Premenos’  products,  hardware 
system  upgrades  of  existing  customers,  and 
expansion  of  the  company’s  sales  and 
marketing  organizations.  In  addition, 
Premenos  has  international  marketing 


agreements  with  IBM  and  other  third-party 
distributors  that  have  increased  license 
royalty  payments  on  the  distribution  of 
Premenos’  products  outside  of  North  America. 

Revenue  from  services  increased  16%  during 
1995,  due  primarily  to  increased  licensing 
activity. 
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Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1996  reached  nearly  $22.6 
million,  a 34%  increase  over  $16.8  million  for 
the  same  period  in  1995. 

• Net  losses  for  the  period  were  $3.5  million 
and  include  acquisition-related  costs  of  $4.7 
million.  Excluding  these  charges,  net 
income  was  $1.17  million,  compared  to 
$5,000  for  the  same  period  a year  ago. 

• Services  revenue  increased  60%  to  $8.5 
million  due  to  an  expanded  installed  base, 
particularly  EDI/400. 

• Templar  license  revenues  were  affected  by  a 
slower  than  anticipated  adoption  rate  of  the 
technology. 


Market  Financials 

Premenos  derives  its  revenue  primarily  from 
trading  partners  involved  in  the  retail  and 
transportation  markets. 

The  company  also  has  clients  in  computers 
and  software,  food  and  beverage,  automotive, 
publishing,  entertainment,  energy  and 
chemicals,  health  care,  insurance,  banking 
and  finance,  building  and  hardware,  apparel, 
aerospace,  paper,  and  government. 

Geographic  Markets 

Approximately  90%  of  Premenos’  1995 
revenue  was  derived  from  the  U.S.  and  10% 
from  international  sources. 

A three-year  geographic  source  of  revenue 
summary  follows: 


Premenos  Technology  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$22.9 

90% 

$18.3 

92% 

$11.9 

91% 

International 

2.6 

10% 

1.7 

8% 

1.2 

9% 

Total 

$25.5 

100% 

$20.0 

100% 

$13.1 

100% 

Acquisitions 

In  July  1996,  Premenos  acquired  Prime 
Factors,  Inc.  of  Eugene  (OR).  Terms  of  the 
acquisition  were  not  disclosed. 

• Prime  Factors,  founded  in  1981,  provides 
financial  data  security  products  for  PC, 
midrange,  and  mainframe  platforms.  Its 
Information  Security  division  specializes  in 
data  encryption  and  key  management 
systems  for  financial  and  commercial 


institutions.  The  Data  Compression 
division  works  closely  with  the  Information 
Security  division  to  provide  solutions  that 
reduce  telecommunications  and  storage 
costs. 

• Prime  Factors’  clients  include  Citibank, 
Chase  Manhattan  Bank.  Bank  of  America, 
Visa  International,  MasterCard 
International,  Novus,  Exxon,  Mobile  Oil 
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Company,  Shell  Oil  Company,  and  Goldman 
Sachs  & Company. 

• The  acquisition  positions  Premenos  to 
deliver  end-to-end  electronic  commerce 
solutions,  from  electronic  data  to  electronic 
money. 

• Prime  Factors  now  operates  as  a subsidiary 
of  Premenos. 

In  May  1996,  Premenos  acquired  Don  Valley 

Technology  Corporation  of  Toronto  (Canada). 

Terms  of  the  acquisition  were  not  disclosed. 

• Don  Valley  provides  PowerDox,  a simple-to- 
use,  forms-based  platform  for  MVS,  PC  for 
Windows,  and  Windows  NT  that  enables 
customers  to  trade  any  kind  of  business 
document  such  as  purchase  orders,  invoices, 
and  advance  ship  notices. 

• Don  Valley  has  a customer  base  of  more 
than  600,  including  Canadian  companies 
such  as  Biway  Stores  Limited,  Canadian 
Tire  Corporation,  IBM  Canada,  The 
Hudson’s  Bay  Company,  and  T.  Eaton  Co. 

• The  acquisition  positions  Premenos  to  take 
advantage  of  a market  of  more  than  3.5 
milhon  small  businesses  that  need  to 
conduct  trade  electronically. 

• The  expertise  of  Don  Valley  also  will  speed 
up  the  development  of  WebEDI,  a Premenos 
product  in  early  development  that  will  allow 
users  to  deploy  EDI  through  a Web  browser. 

Employees 

As  of  February  29,  1996,  Premenos  had  193 

employees,  segmented  as  follows: 


Marketing 7 

Domestic  sales 39 

International  sales 3 

Customer  support 45 

Product  development 77 


Finance  and  administration 22 

193 

The  company  currently  has  approximately  250 

employees. 

Key  Products  and  Services 

EDI  Translators 

EDI/400,  the  company’s  leading  product,  was 

released  in  1988. 

• EDI/400  is  designed  for  IBM  AS/400 
computers.  Its  primary  function  is  to 
translate  a business’  internal  formats  to  the 
major  EDI  standards,  and  from  the  major 
EDI  standards  to  a business’  internal 
formats.  EDI/400  then  processes  those 
standards  in  a manner  that  enables  them  to 
be  transmitted  over  standard 
communications  networks. 

• EDI/400  is  based  on  a table-driven  design 
that  supports  all  of  the  recognized  EDI 
standards  offered  by  both  ANSI  and 
UN/EDIFACT. 

• EDI/400  also  includes  ancillary  functions  to 
manage  the  EDI  process  for  the  host 
computer  in  the  areas  of  mailboxing,  audit 
trails,  network  communications,  compliance, 
and  similar  functions. 

• In  September  1995,  Premenos  made 
generally  available  a new  release  of  EDI/400 
that  includes  a PremeView  graphical  user 
interface  front  end. 

• EDI/400  is  generally  made  available  on  a 
single-computer  license  basis  for  a one-time 
license  fee  generally  ranging  from  $7,500  to 
$53,000,  depending  on  the  computer  model 
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on  which  the  product  is  authorized  to 
operate,  plus  additional  fees  for  any  optional 
features  included.  Multiple-computer 
licenses  and  enterprise  licenses  are  also 
available. 

EDI/Open  (formerly  marketed  as  EDI/e)  is  a 

client/server  EDI  translation  product  for 

Windows  NT  and  UNIX  environments. 

• EDI/Open’s  mailbox  provides  real-time 
transaction  information  and  individual 
document  status.  Documents  can  be  sorted 
by  trading  partner,  document  type,  status, 
date,  time,  or  user-defined  data.  The 
software  also  includes  a commercial 
relational  database  management  system  to 
manage  and  store  trading  partner 
configurations,  EDI  standards,  and 
document  tracking  information.  The  system 
includes  a run-time  version  of  Sybase,  or 
users  can  implement  Oracle?  or  Microsoft 
SQL  Server. 

• EDI/Open  incorporates  a true  client/server 
architecture — a graphical  client  running  a 
variety  of  workstations,  connected  directly 
or  remotely  to  a UNIX  or  NT  server.  The 
three  primary  information  processing 
elements,  user  interface,  application  logic, 
and  database  are  distributed  to  take  full 
advantage  of  each  platform. 

• EDI/Open  runs  on  IBM  RS/6000,  HP  9000, 
Sun  SPARC,  and  Windows  NT  platforms. 
The  Windows  client  runs  on  Windows  95 
and  NT  workstations.  Its  interfaces  provide 
integration  to  applications  from  SAP, 

Oracle,  Baan,  Computer  Associates,  and 
PeopleSoft.  It  supports  all  versions  of  ANSI 
X12  and  EDIFACT  standards  plus  its 
subsets. 

• EDI/Open  for  Windows  NT  server  is 
generally  available  and  the  UNIX  server 
version  will  ship  in  January  1997.  Pricing 


for  both  server  versions  starts  at  $10,000  in 
the  U.S.  Additional  Windows  clients  are 
available  for  $500  each. 

• For  users  who  need  to  modify  standards 
according  to  trading  partner  requirements,  a 
Premenos  Standards  Modification  Tool  is 
also  available.  The  tool  will  ship  in 
December  1996  and  is  priced  at  $3,000. 

Templar 

Templar  is  a set  of  standards-based  software, 
service,  and  network  solutions  that  allows 
business  customers  to  engage  in  electronic 
commerce  transactions  over  the  Internet  and 
other  TCP/IP  networks  by  facilitating  the 
exchange  of  secure,  digitally  signed  electronic 
documents,  including  EDI  documents. 

• Templar  supplies  security  for  message 
transmissions  by  using  public  key 
cryptography  techniques  licensed  from  RSA 
and  by  implementing  security  and 
confidentiality  features  at  the  software 
application  level. 

• Templar  generates  a digital  signature  for 
each  outbound  message  that  verifies  the 
identity  of  the  sender  and  automatically 
detects  any  alteration  of  the  message  upon 
receipt. 

• Templar  automatically  tracks  message 
traffic  and  message  integrity  and 
authenticity  and  provides  user-configurable 
management  reports.  It  also  maintains 
transmission  records  for  audit  trails. 

• Premenos  has  positioned  Templar  as  a 
relatively  low-cost,  flat-rate  alternative  to 
current  electronic  commerce  solutions. 

• The  current  U.S.  suggested  retail  price  of 
the  Templar  server  software  product  for  the 
UNIX  platform  is  a one-time  license  fee  of 
$5,990.  Additional  client  modules  for  those 
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platforms  are  priced  at  $99.  Windows  95 
and  Windows  3.1  version  of  the  Templar 
product  are  priced  at  $449  per  copy. 

• Templar  2.0,  released  in  July  1996, 
improves  interoperability  for  large  trading 
hub  implementations  through  new  transport 
options  including  a Web  interface,  TCP 
direct  connection,  and  a file  transfer 
interface,  in  addition  to  SMTP  transport. 

The  release  also  features  a new  message 
tracking  system,  expanded  database 
management  facilities,  and  a new  graphical 
user  interface. 

In  December  1996,  Premenos  announced 
Templar  PowerDox  and  Templar  WebDox, 
extending  its  electronic  commerce  solutions  to 
small  and  medium-sized  enterprises. 

• Deployed  over  value-added  networks  or  the 
Web,  respectively,  both  products  make  EDI 
transparent  to  end  users  via  an  intuitive 
electronic-forms  interface,  provide  local 
storage  and  application  integration,  and  EC- 
enable  trading  partners  for  less  than  $300 
each. 

• Templar  PowerDox,  comprised  of  Central 
and  Remote  components,  lets  a purchasing 
company  distribute  electronic-forms 
applications  to  its  trading  partners  and 
automates  trading  partner  administration. 

At  the  trading  partner’s  desktop,  PowerDox 
Remote  displays  an  intuitive  form 
representing  transaction  information  that 
can  be  integrated  and  stored  locally,  as  well 
as  transmitted  to  the  purchasing  company. 
PowerDox  documents  are  transmitted 
between  a company  and  its  trading  partners 
via  value-added  networks.  IBM  Advantis 
and  AT&T  value-added  networks  have 
agreements  with  Premenos  to  support 
PowerDox  forms  over  their  systems. 
PowerDox  is  available  on  MVS  and 
Windows  NT  platforms. 


• Templar  WebDox  uses  the  same  component 
architecture  as  Templar  PowerDox,  but 
adds  connectivity  via  the  Web  for  Internet, 
intranet,  and  extranet  computing. 

Prime  Factors  Products 

Prime  Factors,  Inc.,  acquired  in  July  1996, 
provides  software  products  that  secure 
financial  transactions — electronic  funds 
transfer,  EDI,  and  ATMs — for  banks,  security 
firms,  and  companies  requiring  encryption  of 
financial  data. 

Prime  Factors’  products  include  the  following: 

• DESCRYPT/EDI+  is  a complete  security 
solution  for  X12  EDI  formats.  This  product 
is  compliant  with  the  key  management 
standard  ANSI  X12.42  and  adheres  to  the 
encryption  and  authentication  standards 
dictated  by  ANSI  X 12.58.  This  product  is 
interoperable  among  IBM  PC,  AS/400,  and 
RS/6000  computers  and  MVS  mainframes. 

• PSYPHER/EDI+  is  a software  security 
system  for  a variety  of  business  EDI  needs. 
This  product  is  designed  for  ease  of  use  and 
“drop  in  and  run”  capabilities.  It  provides 
both  DES  encryption  and  ANSI  X9.9 
authentication  of  any  sequential  file.  It  is 
fully  compatible  with  Prime  Factors’ 
DESCRYPT/EDI+. 

• FDESMAC+  is  a software  security  system 
for  compliance  with  ANSI  X9.9  for  financial 
institution  message  authentication  on 
multiple  platforms  and  applications.  This 
solution  authenticates  EDI 
payments/remittances,  purchase  orders, 
invoices,  and  other  business  transactions. 
The  product  is  used  extensively  in 
authentication  of  electronic  funds  transfers, 
such  as  ACH,  IMT,  and  letters  of  credit. 
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• DESCRYPT+  is  a set  of  APIs  that  DES- 
encrypts  any  data  or  communications,  either 
on  line  or  off  line. 

• COMPACT/EDI  greatly  reduces  the 
communications  and  storage  costs  of  EDI 
and  other  file  types  and  transactions  using 
compression  algorithms.  File  transfer  times 
and  storage  amounts  are  typically  reduced 
50%  to  80%.  It  may  be  integrated  into  any 
applications-level  program  and  is  available 
in  turnkey  executable  forms. 

• PIN  Management  System  is  the  software 
security  module  for  PIN  security  and  DES 
key  and  credit  card  fraud  prevention.  The 
system  is  used  to  protect  user  identifications 
in  retail  EFT  information  systems  like 
VISA,  MasterCard,  and  other  national  and 
international  ATM  sharing  networks. 

Customer  Support 

Premenos’  products  are  supported  by  a service 

and  support  staff  with  expertise  in  AS/400 

and  UNIX  EDI  software,  open  systems,  and 

open  networks. 

• Telephone  support  is  provided  from  6 a.m. 
to  6 p.m.  Pacific  Time  and  pager  support  is 
available  on  a 24-hour-per-day,  365-day-per- 
year  basis. 

• Through  its  support  center  in  Paris  and  its 
main  center  in  Concord,  the  company 
generally  offers  support  for  international 
customers  via  toll-free  support  numbers. 

• Customers  with  maintenance  contracts 
receive  telephone  support  service,  software 
updates,  and  bug  fixes. 

• Premenos  allows  its  customers  and  users  to 
access  support  services  by  telephone, 


electronic  mail,  and  World  Wide  Web  access 
through  the  Internet. 

Clients 

Premenos  has  a client  base  of  more  than 

6,000. 

Select  EDI  customers  of  Premenos  are  listed 
in  the  exhibit  on  the  following  page. 

Templar  clients  include  The  Chase 
Manhattan  Bank,  Diamond  Shamrock,  AT&T, 
Kleinschmidt,  Mellon  Bank,  and  Bell  Atlantic. 

Marketing  and  Sales 

Premenos  markets  its  products  through  two 
principal  channels — direct  sales  and 
distributors  and  comarketers. 

Direct  Sales — Approximately  85%  of 
Premenos’  sales  are  generated  by  its  direct 
sales  force,  which  uses  a combined  approach 
of  telephone  selling,  cultivation  of 
relationships  with  key  hub  customers,  and 
personal  presentations  for  significant  volume 
sales.  Hub  customers — those  with  the  market 
ability  to  influence  their  trading  partners — 
provide  access  to  their  customers  and 
suppliers,  which  Premenos  then  targets  for 
sales  calls. 

Distributors  and  Comarketers — Premenos  has 
distribution  and  comarketing  agreements 
with  a number  of  software  marketing  and 
distribution  companies,  value-added  resellers, 
and  hardware  and  network  vendors 
worldwide. 

• Premenos  also  has  relationships  with 
software  vendors  that  bundle  or  embed 
Premenos’  products  with  their  own 
products,  or  that  resell  Premenos’  products 
in  particular  trading  communities. 
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Exhibit 

Select  EDI  Customers 


Industry/Client 

Industry/Client 

Industry/Client 

Computers  and  Software 

Comp  USA  Inc. 

IBM 

Microsoft 

Toshiba  America  Electronic 
Components,  Inc. 

Entertainment 

Blockbuster  Entertainment  Group 
MTV  Networks 
Nintendo  of  America 
Sega  of  America,  Inc. 

Apparel 

Britannia  Sportswear,  Ltd. 
Calvin  Klein  Inc. 
Hickey-Freeman  Co. 

Polo  Clothing  Co.,  Inc. 

Food  & Beverage 

Bumble  Bee  Seafoods  Inc. 
Pepsi-Cola  Bottling  Co. 
Slim  Fast  Foods  Company 
The  Coca-Cola  Company 

Energy  & Chemicals 

ARCO 

Chevron  Research  and  Technology 
Mobil  Corporation 
Schlumberger  Technologies 

Transportation 

American  President  Companies 
Loomis  Armored  Inc. 

Swift  Transportation  Co.  Inc. 
United  Parcel  Service  of  America 

Retail 

Price/Costco  Inc. 
Proctor  & Gamble  Co. 
Sports  Authority  Inc. 
Toys  ‘R’  Us  Inc. 

Health  Care 

Abbott  Laboratories 
Amgen  Inc. 

Bausch  & Lomb  Incorporated 
Ciba  Geigy  Corp. 

Aerospace 

Amphenol  Aerospace 
Fansteel,  Inc.A/Vellman  Dynamics 
Lockheed  IMS 
Pall  Aeropower  Corp. 

Automotive 

ITT  Automotive,  Inc. 

Mitsubishi  Heavy  Industries,  Ltd. 
Penske  Truck  Leasing  Co.,  L.P. 
Ryder  Truck  Rental,  Inc. 

Insurance 

American  Bankers  Insurance 
Group,  Inc. 

American  Medical  Security  Inc. 
Central  Reserve  Life  Corp. 
HRM  Claim  Management  Inc. 

Paper 

Caraustar  Industries,  Inc. 
James  River  Corp.  of  Virginia 
Potlatch  Corp. 

Stream  International  Inc. 

Publishing 

Banta  Corporation 

Golden-Lee  Books  Distributors  Inc. 

Publishers  Resources  Inc. 

Stream  International  Inc. 

Building  & Hardware 

American  Standard  Inc. 
Baldwin  Hardware  Corporation 
Master  Lock  Company 
Westinghouse  Electric  Corp. 

Government 

Australian  Taxation  Office 
NASA 

• Distributors  typically  sublicense  Premenos 
software  to  end-user  customers  and  pay 
Premenos  a royalty.  Comarketers  typically 
forward  leads  to  Premenos  in  exchange  for  a 
percentage  referral  fee  if  the  sale  is 
completed. 

• Premenos’  largest  distributor  is  IBM  and 
various  IBM  affiliates  worldwide,  which 


collectively  account  for  approximately  10% 
of  Premenos’  software  license  revenue. 

Alliances 

Premenos  has  various  strategic  partnerships 
with  a range  of  vendors,  including  the 
following: 

• Application  software  vendors — Baan, 
Computer  Associates,  Jay  & Wolcott,  JBA 
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International,  J.D.  Edwards,  Lawson, 
Marcam,  Oracle,  PeopleSoft,  SAP,  Software 
2000 

• Platform  partners — Digital,  IBM,  Sun, 
Hewlett-Packard 

• Strategic  partners — Andersen  Consulting, 
AT&T,  Advantis,  CommerceNet,  Coopers  & 
Lybrand,  Deloitte  & Touche,  Dun  & 
Bradstreet,  Price  Waterhouse,  TSI,  Open 
Market,  RSA 

Agreements  announced  in  1996  include  the 

following: 

• In  July  1996,  Premenos  announced  plans  to 
develop  its  electronic  commerce  security, 
authentication,  and  EDI  technology  into  an 
Electronic  Commerce  DataBlade  for 
INFORMIX-Universal  Server.  The 
Premenos  Electronic  DataBlade  will 
automate  the  management  and  exchange  of 
commerce  information  while  ensuring  the 
integrity  and  confidentiality  of  business-to- 
business  transactions. 

• In  June  1996,  Premenos  and  PeopleSoft 
announced  an  alliance  to  integrate 
PeopleSoft’s  client/server  applications  with 
Premenos’  EDI/Open,  EDI/400,  and  Templar 
EDI  solutions. 

• In  April  1996,  Premenos  and  VeriSign 
announced  a strategic  alliance  to  facilitate 
Open  EDI  over  the  Internet.  This  alliance 
will  provide  companies  or  associations  with 
digital  certificates  to  prove  that  they  are 
who  they  say  they  are.  Digital  IDs  issued  by 
VeriSign  provide  proof  of  identity  so  that 
EDI  users  don’t  need  a pre-established 
trading  partner  agreement  in  order  to  do 
business. 

• In  April  1996,  Premenos  and  TSI 
International  announced  a distribution 


agreement  for  Templar  for  Windows.  TSI  is 
bundling  and  distributing  Templar  for 
Windows  with  its  Trading  Partner  PC  high- 
performance  EDI  translation  and  mapping 
product. 

• In  March  1996,  Premenos  and  Open  Market, 
Inc.  announced  an  OEM  agreement  to 
enable  secure  business  transactions  over  the 
Internet.  Open  Market  is  integrating 
Premenos’  EDI/e  V2  UNIX  translation 
software  and  the  secure  Internet  EDI 
solution  Templar  into  Open  Market’s  OM- 
Transact,  a complete  back-office 
infrastructure  for  secure  Internet  commerce. 
This  integrated  solution  allows  corporations 
to  use  OM-Transact  to  manage  business-to- 
business  transactions  over  the  Internet 
while  leveraging  legacy  back-office  systems. 

• In  March  1996,  Premenos  and  Baan 
Company  formed  a strategic  alliance 
whereby  Premenos’  EDI/Open  UNIX 
translation  software  and  the  Templar  secure 
Internet  EDI  authentication  agent  will  be 
incorporated  into  Baan  enterprise-wide 
applications.  In  cooperation  with  Premenos, 
Baan  will  offer  customizable  EDI  solutions 
to  its  clients.  Premenos  is  a member  of 
Baan’s  Software  Partners  Program. 

• In  March  1996,  Premenos  announced  it  was 
the  first  EDI  software  vendor  with  a 
certified  interface  to  SAP’s  R/3  3.0 
application  suite  for  both  UNIX  and  AS/400 
platforms. 

Competition 

Premenos’  primary  competitor  for  EDI 
translation  software  is  Sterling  Commerce. 

Templar’s  current  competition  is  value-added 
network  operators  providing  more  traditional 
and  proven  modes  of  conducting  electronic 
commerce. 
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Assessment 

Unlike  electronic  commerce  newcomers  and 
proprietary  EDI  vendors,  Premenos  has  18 
years  of  electronic  trading  experience 
combined  with  Internet  innovation  and  strong 
customer  support.  Additional  strengths 
include  a market-share-leading  midrange  EDI 
translator  (EDI/400)  and  EDI/Open  for  NT, 
the  company’s  fast-growing  network  operating 
system. 

Two  critical  issues  must  be  addressed  before 
Internet  commerce  can  reach  critical  mass: 

• The  first  is  the  adoption  of  open  technology 
standards  by  vendors  and  customers  alike. 
Currently,  there  are  20+  proposals  for 
Internet  commerce  standards.  At  best  they 
are  complementary,  yet  many  conflict.  Until 
the  industry  can  agree  on  which  standards 
will  prevail,  the  market  will  continue  its 
slow  migration  to  Internet  commerce,  rather 
than  beginning  immediately  to  reap  the 
benefits  of  increased  trading  cycles  and 
competitive  advantage. 

• The  second  inhibitor  to  Internet  commerce 
adoption  is  a lack  of  infrastructure — what 


Premenos  calls  a “trust  model.”  In  face-to- 
face  credit  card  transactions,  the  merchant 
swipes  the  credit  card  through  a point-of- 
sale  machine  networked  to  databases  that 
verify  account  and  credit  limits.  The 
merchant  looks  at  the  customer’s  signature 
on  the  back  of  the  credit  card  to  verify 
identity.  At  each  point  of  this  transaction, 
the  customer,  the  merchant,  and  the  bank 
have  agreed  who  assumes  liability. 

A trust  model  like  this  does  not  exist  for 
electronic  commerce.  Discussion  and 
framework  proposals  abound  among 
certification  authorities.  Organizations 
such  as  the  U.S.  Postal  Service  and 
companies  like  VeriSign  are  leading  the  way 
to  building  an  infrastructure  that  clearly 
delineates  who  will  verify  identities,  hold 
liability,  and  authenticate  transactions  in 
an  electronic  marketplace. 

Premenos,  for  its  part,  is  involved  with  all 
the  EDI  and  Internet  standards  groups  and 
consortia  trying  to  hammer  out  solutions  to 
these  issues. 
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Price  Waterhouse 


World  Chairman:  Dominic  Tarantino 

U.S.  Chairman:  James  J.  Schiro 

1177  Avenue  of  the  Americas 
New  York,  NY  10036 
Phone:  (212)  596-7000 

Fax:  (212)  596-8910 

Internet:  http://www.pw.com 


Status:  Partnership 

Employees:  53,000+ 

Worldwide  Revenue:  $5,020,000,000 

Worldwide  Consulting  Revenue:  $1,500,000,000 

U.S.  Consulting  Revenue:  $687,000,000 

Fiscal  Year  End:  6/30/96 


Key  Points 

• Price  Waterhouse  is  a global  professional 
services  firm,  providing  business  advisory, 
information  technology,  and  change 
integration  services. 

• In  July  1996,  the  Price  Waterhouse 
Management  Consulting  Services  Group 
(MCS)  and  PeopleSoft,  Inc.  entered  into  an 
alliance  to  provide  enterprise-wide 


client/server  software  and  consulting 
services  to  the  financial  services  industry. 

• In  July  1996,  Price  Waterhouse  LLP 
admitted  67  new  partners,  bringing  the  total 
number  of  partners  in  the  U.S.  firm  to 
approximately  980. 

• In  June  1996,  Price  Waterhouse  and 
Ontario-based  Newstar  Technologies,  Inc. 
entered  into  a strategic  alliance  allowing 
Price  Waterhouse  to  use  Newstar’s  Real 
Estate  Asset  and  Portfolio  Management 
System  in  its  consulting  services. 

• In  June  1996,  Price  Waterhouse’s  Insurance 
Industry  Services  group  released  its 
property  and  casualty  prototype,  the  first  in 
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a series  of  data  warehousing  prototypes 
specific  to  the  insurance  industry. 

• In  February  1996,  Price  Waterhouse 
announced  the  establishment  of  the 
Electronic  Financial  Service  (EFS) 
Consulting  group,  a new  group  within  the 
Financial  Service  Industry  practice. 

• In  late  1995,  the  MCS  practices  of  the  U.S., 
European,  and  Japanese  firms  were 
combined  so  as  to  serve  clients  with  greater 
speed,  efficiency,  and  focus. 

• In  July  1995,  Price  Waterhouse  LLP 
introduced  Knowledge ViewSM,  a proprietary, 
interactive,  on-line  data  repository. 

Company  Description 

Price  Waterhouse  is  one  of  the  world’s  largest 

international  organizations  of  accountants 

and  consultants. 

• Founded  in  1849,  Price  Waterhouse  is  a 
global  tax,  audit,  and  consulting  firm  that 
offers  management,  financial,  and 
information  technology  consulting  services 
for  businesses,  government  agencies,  and 
nonprofit  organizations. 

• The  U.S.  firm,  Price  Waterhouse  LLP,  was 
founded  in  1890  with  the  opening  of  Price 
Waterhouse’s  first  U.S.  office.  The  U.S. 
partnership  provides  management, 
financial,  and  information  technology 
consulting  services  for  businesses  and 
government  agencies  in  the  U.S. 

• The  majority  of  Price  Waterhouse’s 
information  services  activities  fall  within 
the  MCS  organization.  These  services 
include  systems  integration,  professional 
services,  and  application  software. 


Organization  and  Structure 

Price  Waterhouse,  headquartered  in  New 
York  (NY),  comprises  a network  of  27  firms 
worldwide,  and  employs  more  than  53,000 
people  through  440  offices  in  119  countries 
and  territories. 

Each  Price  Waterhouse  firm  is  a self- 
contained  organization,  operating  under  the 
local  laws  and  regulations  of  the  country  (or 
countries)  in  which  it  practices.  Offices  are 
staffed  with  professionals  who  have  expertise 
in  local  business  procedures. 

Structure  by  Industry  / Service  Lines 

The  Price  Waterhouse  firms  structure  service 
delivery  around  key  industries  and  service 
lines. 

• Key  strategic  industry  groups  include: 

- Financial  Services 

- Energy 

• Petroleum 

• Utilities 

- Entertainment,  Media,  and 
Communications  (EMC) 

- Technology 

- Products  (U.S.  only) 

- Other  industries  the  company  serves  are 
aerospace,  government,  defense,  law 
firms,  managed  health  care,  and  railroads. 

- Each  industry  group  consists  of  a team  of 
partners  and  managers  with  a background 
in  that  specific  industry.  Teams  are 
formed  with  other  industry  consultants, 
providing  expertise  in  all  areas  required 
by  the  specific  project. 
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• Price  Waterhouse’s  key  service  lines  include: 

- Management  Consulting  Services  (MCS) 

- Audit  and  Business  Advisory  Services 
(ABS) 

- Tax  and  Legal  Services 

- Corporate  Finance  Services — Corporate 
Recovery  and  Dispute  Analysis  services 
are  also  offered  in  the  U.S.  and  parts  of 
Europe 

- Outsourcing  Services — Offered  in  the  U.S. 
and  parts  of  Europe 

Geographic  Organization 
With  the  exception  of  the  Management 
Consulting  Services  (MCS)  organization, 
which  is  organized  by  national  business,  the 
Price  Waterhouse  worldwide  organization  is 
divided  into  six  geographic  areas: 

• The  Americas — Canada  and  the  U.S. 

• Africa  and  the  Middle  East 

• Asia  and  the  Pacific 

• Western  Europe 

• Eastern  Europe  and  the  former  Soviet 
Union 

• Australia 

Price  Waterhouse  LLP,  representing  the  U.S. 
operations  of  Price  Waterhouse,  is 
headquartered  in  New  York  (NY). 

• It  has  106  offices  located  throughout  the 
U.S.  Major  offices  are  located  in  New  York 
(NY),  Chicago  (IL),  Philadelphia  (PA),  Los 
Angeles  and  San  Francisco  (CA),  Dallas  and 
Houston  (TX),  and  Boston  (MA). 

• Price  Waterhouse  LLP  is  headed  by 
Chairman  and  Senior  Partner-Elect  James 
J.  Schiro.  In  July  1995,  Mr.  Schiro  formed  a 
seven-member  Chairman’s  Office  to  assist 


him  in  providing  overall  management  and 
direction  of  the  U.S.  firm. 

The  MCS  organization,  headed  by  World  MCS 
Senior  Partner  Thomas  O.  Beyer,  is  organized 
by  national  business. 

• In  late  1995,  the  MCS  practices  in  the  U.S., 
Europe,  and  Japan  were  combined  in  order 
to  provide  more  rapid  and  effective  cross- 
border  deployment  of  services.  This  group  is 
known  as  Price  Waterhouse  LLC. 

• The  MCS  group  has  a three-dimensional 
matrixed  organizational  structure  based  on 
industry,  service  domain,  and  business 
process. 

- Two  broad  service  domains  include 
Change  Integration®  and  information 
technology. 

- Business  processes  include  financial  and 
cost  management,  supply  chain 
management,  and  industry-specific 
processes. 

- Price  Waterhouse  MCS  consultants  are 
experts  in  one  area  of  a matrix  cell,  and 
have  strong  skills  in  at  least  one  other  cell 
as  well. 

The  Price  Waterhouse  World  Technology 
Centre  in  Menlo  Park  (CA),  a unit  of  the  Price 
Waterhouse  worldwide  organization,  provides 
consulting  and  research  on  technology 
companies,  industries,  and  markets  to  Price 
Waterhouse  partners  and  staff  and  their 
clients. 

Company  Strategy 

Price  Waterhouse’s  service  strategy  is  based 
on  the  use  of  experienced  and  knowledgeable 
consultants  and  dedicated  project 
management  and  design  tools. 
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The  firm’s  project  strategy  uses  a team 
approach.  Price  Waterhouse  provides 
industry  expertise  in  several  targeted 
industry  markets,  including  industry-specific 
applications. 

Price  Waterhouse’s  MCS  consultants  have 
expertise  in  at  least  two  areas:  for  example, 
expertise  in  a specific  industry  as  well  as 
expertise  in  systems  integration.  Teams  are 
formed  to  provide  expertise  in  all  areas 
required  by  the  customer  for  a particular 
engagement. 

The  MCS  group  has  developed  a Systems 
Management  Methodology  (SMM),  which  acts 
as  a guideline  for  all  of  the  company’s  systems 
development  and  implementation  projects, 
and  contains  sections  for  both  package  and 
custom  software  projects. 

Price  Waterhouse’s  growth  strategy  includes 
increasing  revenue  through  major  acquisitions 
and  the  formation  of  additional  strategic 
alliances. 

Financials 

Price  Waterhouse’s  total  worldwide  revenue 
for  fiscal  1996  was  approximately  $5.02 
billion,  an  increase  of  nearly  13%  over 
revenue  of  $4.46  billion  in  fiscal  1995. 

• Worldwide  MCS  revenue  increased  22%  to 
$1.5  billion. 

• Revenue  from  audit  and  business  advisory 
services  and  tax  services  each  grew  10%. 

• Revenue  from  corporate  finance  services 
rose  15%. 

• Management  attributes  revenue  growth  to 
increased  demand  for  consulting  services, 
with  the  highest  growth  in  IT  consulting. 


Market  Financials 

INPUT  estimates  that  Price  Waterhouse’s 
fiscal  1996  worldwide  MCS  revenue  was 
segmented  by  industry  group  approximately 
as  follows: 


Financial  services 24% 

Petroleum  and  utilities 15% 

Entertainment,  media, 

and  communications 8% 

Products 35% 

Government 13% 

Other 5% 


100% 

Geographic  Financials 

Price  Waterhouse’s  fiscal  1996  U.S.  revenue 
reached  approximately  $2.02  billion,  a 13.5% 
increase  over  fiscal  1995  of  $1.78  billion. 

• U.S.  consulting  revenue  rose  25%,  to 
approximately  $687  million  from  $551 
million  the  prior  year. 

- Consulting  accounted  for  approximately 
34%  of  the  U.S.  firm’s  total  revenue, 
compared  to  31%  during  the  previous  year. 

- By  the  year  2000,  Price  Waterhouse 
expects  consulting  revenue  to  account  for 
more  than  50%  of  the  U.S.  firm’s  total 
revenue. 

• U.S.  audit  and  business  advisory  services 
grew  4%  to  approximately  $750  million. 

- Growth  was  due  to  an  increase  in  audit 
clients  and  an  increased  emphasis  on 
business  advisory  services  in  the  areas  of 
risk  management  and  enhancing 
shareholder  value.  These  include 
transaction  support,  information  systems, 
risk  management,  internal  audit  services, 
strategic  analytics,  and  product  advisory 
services. 
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- The  firm  also  maintained  its  high  client 
retention  rate. 

• U.S.  tax  service  revenue  grew  12%  to  $455 
million  in  fiscal  1996,  led  by  growth  in 
international  and  multistate  tax  practices  as 
well  as  other  niche  services. 

• U.S.  dispute  analysis  and  corporate  recovery 
services  increased  nearly  12%,  to  $115 
million,  reflecting  continued  growth  in  the 
areas  of  dispute  resolution  support,  business 
turnaround  services,  and  forensic  and 
investigative  services. 

Employees 

Price  Waterhouse  has  approximately  53,000 
employees  worldwide. 

In  the  U.S.,  Price  Waterhouse  LLP  currently 
has  approximately  16,000  employees,  up  from 
about  15.000  a year  ago. 

• The  U.S.  firm  currently  has  approximately 
8,500  consultants,  of  which  1,000  are 
partners,  up  from  957  in  July  1995. 

• Overall  employment  is  expected  to  rise  an 
additional  10%  during  fiscal  1996. 

Key  Products  and  Services 

Industry  Groups 

Price  Waterhouse  provides  a range  of 
financial  management,  strategic,  and 
information  technology  consulting  services. 
Major  information  service  offerings  across 
industry  groups  are  as  follows: 

• Financial  Services — This  industry  practice 
provides  a wide  range  of  audit,  accounting, 
tax,  regulatory,  and  management  consulting 
services  to  commercial  banks,  savings 
institutions,  securities  firms,  investment 
and  insurance  companies,  and  real  estate 
firms. 


- The  Financial  and  Cost  Management 
Services  group  assists  clients  to  manage 
change  and  implement  financial  systems 
by  assisting  in  Business  Process 
Transformation™  and  in  the  evaluation, 
selection,  implementation,  and 
customization  of  third-party  application 
software. 

This  group  also  helps  clients  analyze, 
develop,  and  implement  cost-management 
systems,  including  Price  Waterhouse’s 
proprietary  activity-based  costing  product, 
ACTIVA™. 

- The  Electronic  Financial  Services  (EFS) 
Consulting  group,  established  in  February 
1996,  is  the  practice’s  newest  group.  The 
EFS  provides  advisory  services  to  large 
financial  institutions  starting,  expanding, 
or  refocusing  electronic  banking  initiatives 
with  individual  and  business  customers. 
Services  are  offered  in  three  areas: 

• Strategic  and  tactical  consulting 

• Information  technology  advice 

• Services  focused  on  the  integration  of 
new  electronic  product  offerings  with 
existing  products,  services,  and  business 
lines 

- The  Corporate  Finance  Group  assists 
corporations,  financial  investors  and 
lenders  to  identify  prospective  acquisition 
and  divestiture  candidates,  structure  tax- 
effective  deals,  and  provide  due  diligence 
services  associated  with  mergers, 
acquisitions,  joint  ventures,  and  strategic 
alliances. 

The  Corporate  Finance  Group  has  more 
than  800  professionals  worldwide. 

• Energy — The  World  Energy  Group  provides 
accounting,  business  advisory,  auditing,  tax 
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planning  and  compliance,  operational  and 
financial  information  technology,  and 
systems  implementation  services  to  clients 
in  the  extractive,  manufacturing, 
processing,  distribution,  water,  and  power 
generation  sectors.  Major  industry  sectors 
served  are  petroleum,  natural  gas,  and 
oilfields;  utilities;  and  mining. 

Petroleum — Price  Waterhouse  LLP’s 
Petroleum.  Natural  Gas,  and  Oilfield 
Industry  Services  group  provides  executive- 
level  consulting,  tax  planning,  and 
compliance  for  the  petroleum  industry. 

- The  group  supports  clients  through 
accounting,  litigation  support,  information 
technology,  systems  setup,  and  operating 
facility  acquisition  and  management. 

- The  World  Petroleum  Industry  Group  also 
offers  SAP/R3  implementation  services. 

- This  group  is  the  auditor  for  six  of  the  ten 
largest  integrated  oil  companies  in  North 
America,  as  well  as  for  1,500  other  oil  and 
gas  companies  worldwide. 

- The  World  Petroleum  Industry  Group 
operates  the  Global  Petroleum 
Performance  Centers,  located  in  Houston 
and  Dallas  (TX).  The  centers  demonstrate 
Price  Waterhouse  and  selected  vendor 
software  covering  upstream,  downstream, 
and  chemical  operational  and  accounting 
applications. 

Utilities — The  Utilities  Industry  Services 
group  provides  accounting,  auditing,  tax, 
and  regulatory  requirements  services  to  the 
regulated  utility  and  independent  power 
production  industries. 

- The  Utilities  group  provides  consulting  in 
the  development  and  implementation  of 
large-scale  utility  information  systems. 


- This  group  also  assists  in  the  development 
of  strategies  and  policies  to  implement 
organization  efficiencies. 

• Entertainment,  Media,  and  Communications 
(EMC) — This  group  provides  consulting  for 
some  of  the  largest  entertainment  and 
media  companies,  as  well  as  some  of  the 
largest  communications  companies  and 
wireless  ventures.  Consultants  help  to 
leverage  existing  content  into  new  products 
for  new  audiences,  to  customize  and  digitize 
content  for  new  delivery  systems,  and  to 
identify  profitable  customer  segments, 
products,  and  channels. 

This  group  also  helps  companies  to  comply 
with  emerging  global  regulatory  issues  and 
to  assess  international  markets,  technical 
delivery  capabilities,  economic 
environments,  and  customer  opportunities. 

• Technology  Industry  Group — This  group 
provides  a range  of  audit,  business  advisory, 
tax  planning  and  compliance,  and 
management  consulting  services  to  clients 
in  six  major  industry  segments: 

- Semiconductors 

- Software 

- Computers  and  peripherals 

- Life  sciences 

- Networking  and  communications 

- Other — aerospace,  photographic, 
multimedia,  Internet,  and  other 
technology  sectors 

• Products  Industry  Services — Part  of  the  U.S. 
firm,  this  group  provides  professional 
services,  primarily  regarding  supply  chain 
issues,  to  product  companies. 

- The  MCS  group  provides  services  and 
consulting  practices,  including: 
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• Change  Integration®  methodology,  the 
company’s  proprietary  methodology  that 
views  change  holistically  and  advocates 
that  organizations  maximize  business 
performance  by  focusing  on  six  distinct 
yet  integrated  levers  of  change — 
Customers  & Markets,  Products  & 
Services,  Structure,  People  & Rewards, 
Business  Processes,  and  Systems 
Technology 

As  a part  of  the  Change  Integration 
services,  Price  Waterhouse  also  offers 
strategic  change  consulting  services  that 
take  the  client  from  strategic 
reassessment,  including  analysis  of  the 
market  and  the  competition,  through  the 
development  and  selection  of  position 
and  strategic  alternatives,  to  the 
determination  of  tactics  for 
implementation. 

Price  Waterhouse’s  Organizational 
Change  practice  is  also  a part  of  the 
Change  Integration  methodology,  and 
includes  organization  and  development, 
culture,  change,  and  technology 
assimilation. 

• Supply  Chain  Management  (SCM),  is  the 
consulting  practice  that  coordinates 
management  of  the  flow  of  physical 
goods,  services,  business  information, 
and  cash. 

• Management  Horizons,  the  management 
consulting  and  market  research  division 
of  Price  Waterhouse  LLP,  focuses  on  the 
retailing  and  consumer  goods 
disti’ibution  industries,  providing 
strategy  development  and  strategic 
information  systems  planning. 

• The  Information  Technology  group  offers 
SAP  implementation  services  and  SAP 
implementation  templates  for  the 


consumer  goods,  high  tech,  chemical, 
pharmaceutical,  and  retail  industries. 
Price  Waterhouse  has  assisted  in  more 
than  30%  of  all  SAP  installations  to 
date,  and  claims  to  employ  the  largest 
pool  of  experienced  SAP  consultants  in 
the  world. 

- The  Products  Group’s  ABS  and  Tax 
consultants  provide  cost  management, 
financial  analysis,  business  assurance, 
globalization,  and  risk  management 
services. 

- The  Products  IT  group  has  a center  of 
excellence  providing  reference  materials 
and  a dedicated  staff  to  monitor  new 
supply  chain  management  applications 
and  major  enhancements  to  existing 
products. 

- The  Advanced  Systems  Engineering  and 
Development  Tools  group  analyzes 
information  technology  needs  related  to 
the  use  of  advanced  development  tools, 
techniques,  and  methodologies.  Specific 
services  include: 

• Accelerated  new  application  systems 
development  using  third-party 
advanced  systems  development  tools 
such  as  Powerbuilder,  Composer  by 
IEF,  SQL  Windows,  and  Visual  C++ 

• Current  systems  analysis,  software 
reengineering,  and  transition  of 
current  systems  to  new  target 
architectures  and  strategic  technology 
plans  using  ARRAE  SM/CSA  & CSM, 
Price  Waterhouse’s  proprietary 
reengineering  tool,  and  third-party 
tools  such  as  PM/SS,  REVOLVE,  and 
the  ViaSoft  suite  of  systems 
reengineering  tools 
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• Process  and  project  management 

services,  and  a project  monitoring  and 
control  through  the  use  of  automated 
tools  such  as  LBMS  Process  Engineer 

• Other — Price  Waterhouse’s  Office  of 
Government  Services  provides  consulting 
services  to  improve  the  service  delivery, 
operations,  and  management  of  public  sector 
organizations  at  the  federal,  state,  local,  and 
international  levels. 

- This  group  provides  financial  management 
and  controls  services,  including 
information  systems  evaluation  and 
audits.  It  also  offers  information 
technology  services,  including  strategic 
information  systems  planning,  systems 
analysis  and  design,  custom  development, 
package  implementation,  document 
imaging  processing,  systems 
reengineering,  and  systems  integration. 

- The  Office  of  Government  Services  has 
more  than  650  management  and 
technology  consultants. 

Service  Lines 

Management  Consulting  Services  (MCS) — 
Price  Waterhouse’s  MCS  group  is  the  area  in 
which  the  majority  of  the  firm’s  information 
technology  and  Change  Integration®  services 
fall. 

The  MCS  group  provides  a range  of 
information  technology  and  business  process 
improvement  services  to  multinationals  and 
large  domestic  public  and  private 
organizations,  including: 

• IT  planning  and  assessment — The 
Information  Technology  Services  group  uses 
the  PW  Systems  Management  Methodology 
(SMM),  a proprietary,  structured  IT 
approach,  to  plan,  develop,  and  implement 
strategic  information  systems. 


The  National  Electronic  Commerce  group 
provides  electronic  commerce/electronic  data 
interchange  (EDI)  services,  including  a 
range  of  services  to  assist  clients  in  all 
phases  of  EDI/electronic  commerce  system 
planning,  software  and  hardware 
evaluations,  program  development,  and 
system  implementations. 

• Custom,  leveraged,  packaged  systems 
solutions — Provided  by  the  Information 
Technology  Services  group 

• Systems  integration  services — Consultants 
work  with  clients  to  determine  the  impact  of 
EDI  on  current  systems,  procedures,  and 
staffing  requirements,  then  integrate  EDI 
into  internal  applications  such  as 
purchasing,  order  management, 
distribution,  warehousing,  and  shipping  and 
receiving. 

• The  Cytrol  Division — Designated  as  an 
Advanced  Software  Engineering  Center  for 
Price  Waterhouse,  this  division  provides  a 
range  of  information  systems  consulting  and 
software  engineering  services  to  the 
financial  services  industry  and  to  selected 
clients  outside  the  industry.  It  focuses  on 
data  warehousing,  systems  integration, 
custom  client/server  systems  development, 
and  on-line  transaction  processing. 

• Financial  and  cost  management  services — 
Helping  clients  to  manage  change  and 
implement  systems  within  the  financial 
function  through  evaluation,  selection, 
implementation,  and  customization  of  third- 
party  application  software.  The  Financial 
and  Cost  Management  Services  group  also 
helps  clients  analyze,  develop,  and 
implement  cost  management  systems, 
including  the  proprietary  Price  Waterhouse 
ACTIVASM  product. 

• Human  resources  management  services — 
Assisting  companies  to  perform  strategic 
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planning  for  human  resources  systems.  The 
group  develops  and  implements  benefits, 
personnel,  and  payroll  systems  and  provides 
advice  about  vendor  computer  packages. 

• Supply  chain  management  (SCM)  services — 
The  MCS  group  provides  consulting  services 
to  address  the  process  and  technological 
linkages  between  traditional  supply  chain 
functions  and  companies  in  industries  such 
as  consumer  goods,  high  technology, 
pharmaceuticals,  automotive  and  consumer 
durable  goods,  chemicals,  industrial 
products,  aerospace  and  defense,  and 
apparel.  Consultants  help  other  consumer- 
channel  product  companies  define,  design, 
and  implement  effective  SCM  solutions 
focusing  on  improving  client  performance  by 
working  through  the  supply  chain  from  the 
customer  to  the  vendor. 

In  addition,  the  group  provides  Change 

Integration®  services,  including: 

• Strategic  change — A three-phase  process 
that  begins  wdth  a strategic  reassessment, 
including  an  analysis  of  markets  and  the 
competition,  the  critical  success  factors,  and 
the  best  practices  for  achieving  success.  The 
second  phase  focuses  on  developing, 
assessing,  and  deciding  among  positioning 
and  strategic  alternatives.  The  third  phase 
determines  the  tactics  for  implementation. 

• Organizational  change — Price  Waterhouse’s 
Organizational  Change  practice  focuses  on 
organizational  design  and  development, 
culture  change,  and  technology  assimilation. 

• Business  Process  Transformation™  (BPT) — 
Using  the  Change  Integration® 
methodology,  BPT  enables  organizations  to 
improve  business  process  performance  and 
ensure  that  clients’  initiatives  are 
integrated  with  corporate  goals  and 
objectives,  customer  and  market  demands, 


and  organizational  and  human  resource 
issues. 

Audit  and  Business  Advisory  Services  (ABS) — 
Price  Waterhouse  LLP’s  ABS  group  provides 
attest  and  related  service  as  well  as  a range  of 
business  advisory  services: 

• Accounting  and  Audit-Related  Services, 
including  accounting  and  reporting  systems 
design  and  implementation,  and  licensing  of 
proprietary  audit  and  accounting  computer 
software 

• Financing-Related  Services 

• Joint  Ventures,  Mergers  and  Acquisitions, 
and  Reorganization  Services 

• Operational  Reviews 

• Regulatory  Advisory  Services 

• Business  Risk  Management 

• Other  Business  Advisory  Services 

Tax  and  Legal  Services — Price  Waterhouse’s 
Tax  and  Legal  Services  group  provides 
planning  and  compliance  offerings  in  the 
areas  of  federal,  state  and  local,  and 
international  tax: 

• Tax  strategy,  planning,  and  compliance 

• Tax  research,  monitoring,  and  reporting 

• Development  and  implementation  of 
proprietary  software  that  automates  tax 
planning,  accounting,  and  compliance 

In  addition,  the  group  provides  various  other 
services,  including: 

• Employee  benefits  services 

• International  assignment  and  tax  services 

• Multistate  tax  consulting 

• Personal  financial  products  and  services 

• Tax  department  optimization  solutions 
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• Valuation  services 

• Washington  national  tax  services 

Corporate  Finance  Services — Corporate 
Finance  professionals  assist,  advise,  and 
support  corporations,  financial  investors,  and 
lenders  throughout  their  transactions, 
including  identifying  appropriate  acquisition, 
divestiture,  and  merger/strategic  alliance 
candidates;  assisting  with  negotiations  and 
post-transaction  services;  structuring  tax- 
effective  deals;  and  providing  due  diligence 
services. 

Services  provided  include: 

• Strategic  advice 

• Acquisitions  and  disposals 

• Joint  ventures  and  strategic  alliances 

• Finance  raising  and  refinancing 

• Management  buy-outs  and  buy-ins 

• Valuations 

Corporate  Recovery  and  Dispute  Analysis 
Services  are  also  provided  in  the  U.S  and 
parts  of  Europe: 

• Corporate  Recovery  and  Dispute  Analysis 
Services,  which  includes  the  Business 
Turnaround  Services  segment  in  the  U.S., 
provides  financial  and  economic  consulting 
to  lawyers  and  parties  involved  in  all  types 
of  actual  and  potential  litigation, 
arbitration,  and  mediation. 

• The  group  also  provides  comprehensive 
business,  systems,  and  litigation  consulting 
to  debtors  and  equity  shareholders  of 
companies  in  transition  due  to 
reorganization,  restructuring,  merger, 
acquisition,  divestiture,  bankruptcy,  or 
dissolution. 


• Areas  of  focus  include  alternative  dispute 
resolution,  antitrust,  bankruptcy  services  to 
creditors  and  debtors,  business  turnaround 
services,  construction,  employment, 
economic,  environmental,  insurance  claims 
services,  intellectual  property,  investigative 
services,  law  firm  consulting,  legal  systems, 
and  securities  law. 

Outsourcing — In  the  U.S.,  Price  Waterhouse 
LLP  has  a new  practice  providing  value-added 
accounting,  taxation,  and  other  financial 
outsourcing  services  for  businesses.  The  firm 
performs  support  activities  using  employees 
hired  from  the  clients. 

Many  of  Price  Waterhouse’s  projects  involve 
developing  and  implementing  client/server 
technology,  including  global  enterprise-wide 
implementations.  The  company  is  also 
involved  in  data  warehousing  and  the 
Internet. 

Software  Products 

Price  Waterhouse  develops  and  sells  various 
software  products,  including  integrated 
accounting,  tax  planning,  oil  and  gas 
accounting,  reengineering,  and  CASE 
software. 

The  Financial  Services  Industry  Group  offers 
various  software,  including: 

• The  Personal  Financial  Products  group 
provides  interactive  retirement  and  estate 
planning  software  to  retail  consumers  via 
marketing  agreements. 

• Risk  ToolSet  is  a trio  of  risk  management 
products  for  the  management  and 
measurement  of  market  risk. 

• PW  Triton,  PW  Professional  Affinity,  and 
PW  Corporate  Affinity  are  valuation 
software  packages  for  the  life  and 
property/casualty  insurance  industry. 
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These  products  ensure  accurate  and  timely 
production  of  loss  reserves  and  enhance 
financial  analysis  and  decision  support. 

• Cyti’ol  Investment  Management  System  is  a 
client/server-based  investment  management 
system  offered  by  the  Cytrol  division. 

• FIGURATION,  a securities  calculation 
software  application  for  the  banking, 
finance,  and  insurance  industries,  is  also 
offered  by  Cytrol. 

• In  June  1996,  Price  Waterhouse’s  Insurance 
Industry  Services  group  released  its 
property  and  casualty  prototype,  the  first  in 
a series  of  data  warehousing  prototypes 
specific  to  the  insurance  industry.  The 
prototype  provides  on-line  analytical 
capabilities  on  premium  and  losses  as  well 
as  flexible  multidimensional  reporting, 
drilling,  and  graphing  of  information. 

The  Petroleum  Industry  Group  provides  the 

following  proprietary  applications: 

• PinPoint™  Petroleum  Performance  Systems 
is  a portfolio  of  integrated  client/server 
business  solutions  for  process,  information, 
and  technology  needs  of  upstream  and 
downstream  petroleum  and  gas  companies. 

• Price  Waterhouse  PREMAS™  and  PREMAS 
Plus™  are  client/server  petroleum 
production  management  systems. 

• Price  Waterhouse  GasLink™  is  an 
integrated  natural  gas  management  system 
covering  such  applications  as  operations, 
accounting,  and  marketing. 

• Price  Waterhouse  STARS™  is  an  integrated 
petroleum  trading,  supply,  and  distribution 
management  system  designed  to  automate 
the  domestic  downstream  operations  of  U.S. 
oil  companies. 


• Price  Waterhouse  SAP  R/3  is  a set  of 
client/server  software  modules  that  support 
a range  of  processes  in  the  petroleum  and 
chemical  businesses,  including  sales  and 
distribution,  materials,  management, 
financial  and  cost  accounting,  and  human 
resources  management. 

• Price  Waterhouse  FieldHand,  offered  by  the 
World  Petroleum  Industry  group,  is  a 
petroleum  field  data  collection  system  that 
captures  daily  production  figures  at  the 
source. 

Applications  offered  by  the  Utilities  Group 

include: 

• Service  2000  and  Service  2000/ADW, 
customer  information  systems 

• Catalog  2000  for  item  directory 
management 

• Desktop  2000,  a CIS  customer  services  call 
center  application 

• Restoration  2000,  an  outage  analysis  and 
trouble  call  management  system 

• Field  2000,  an  order  scheduling  and  mobile 
dispatch  system 

• Field  Draft  2000,  a local  purchase  and 
payment  system 

• Market  2000,  a product  and  services 
marketing  system 

• Utility  Fixed  Asset  Management  System, 
enabling  utilities  companies  to  compute 
expenses,  credits,  preferences,  and 
recaptures,  as  well  as  gains  and  losses 
under  both  old  and  new  laws 

The  Products  Industry  Group  offers  the 

following  applications: 
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• ChangePro  2.6,  for  business  process  analysis 

• Change  Suite,  a set  of  change  integration 
project  management  tools 

• ACTIVA,  Price  Waterhouse’s  proprietary 
activity-based  costing  system 

Price  Waterhouse  also  offers  the  following 

applications: 

• The  Government  Contractor  Consulting 
group  develops  cost  accounting  estimating, 
MRP,  and  project  management  systems  for 
both  government  and  commercial  contracts. 

• Knowledge ViewSM,  introduced  in  June  1995, 
is  a proprietary  interactive,  on-line  data 
repository  that  gives  the  clients’  business 
advisers  access  to  the  most  current 
information  available  on  best  practices  and 
benchmarking. 

- KnowledgeView  includes  data,  summaries, 
references,  and  citations  collected  by  Price 
Waterhouse  personnel  and  updated  daily 
at  KnowledgeView  centers  in  Dallas  and 
London. 

- KnowledgeView  includes  industry- specific 
performance  measurements  and  results, 
as  well  as  information  about  how  other 
companies  conduct  business. 

- The  KnowledgeView  database  contains 
more  than  4,000  entries,  consisting  of 
independent  research,  benchmarking 
studies,  and  data  from  a range  of  business 
information  sources  as  well  as  Price 
Waterhouse  consultants  worldwide. 

• Geneva  V/T  is  a database  and  file 
management  system  that  uses  shared 
memory/disk  architecture  of  mainframes, 
and  serves  as  an  engine  for  extracting  and 
reformatting  data  from  the  system  to  the 


data  warehouse.  Geneva  V/T  also  supports 
batch  processing. 

- Geneva  V/T  can  be  used  as  an  engine  for 
extracting,  cleansing,  and  reformatting 
data  from  operational  systems  to  feed 
summarized  data  warehouses  on 
client/server  platforms. 

- Geneva  V/T  applications  have  been 
implemented  for  pharmaceutical,  retail, 
financial  services,  and  government  chents. 

- In  January  1996,  a new  version  (Version 
3.2)  of  Geneva  V/T  was  released. 

• PW-ACRUE  is  a check  scanning  and 
imaging  software  product. 

Clients 

A sampling  of  Price  Waterhouse’s  clients 
worldwide  include: 

Adaptec,  Banco  del  Caribe  (Venezuela), 
Blockbuster  Entertainment,  Consumers  Gas 
(Canada),  Development  Bank  of  Brunei 
(Singapore),  Gazprom  (Russia),  Korea  First 
Bank,  Nestle,  Nike,  Nippon  Light  Metal, 
Taiwan  Aerospace,  Shell  Petroleum  and 
Development  Co.  (Nigeria),  Sun  Alliance 
(Belgium),  and  United  Distillers  (Spain). 

The  majority  of  Price  Waterhouse  LLP’s 
clients  are  Fortune  500  and  Fortune  Service 
500  multinationals  that  are  based  in  the  U.S. 

A sampling  of  recent  engagements  includes: 

• For  an  international  retail  company  outside 
the  U.S.,  Price  Waterhouse  used  EDI 
technology  to  reengineer  business  processes 
from  the  client’s  executive  offices  and 
trading  partners  down  to  individual  store 
receiving  docks. 
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• For  a diversified  chemical  company,  Price 
Waterhouse  performed  a detailed  evaluation 
of  EDI  mainframe  products,  including  a 
definition  of  requirements,  development  of 
selection  criteria,  collection  of  information 
from  vendors,  hands-on  demonstrations, 
product  comparison  analysis,  and  best-fit 
recommendations. 

• For  a high-technology  industry  leader.  Price 
Waterhouse  implemented  client/server  EDI 
software  with  SAP  R/3. 

• For  a major  oil  company,  Price  Waterhouse 
reengineered  the  order  fulfillment  processes. 
The  joint  client/PW  team  designed  SAP 
configuration  for  the  company’s  pricing  and 
tax  needs,  and  developed  training  material 
for  the  new  system. 

• For  a leading  independent  diesel  engine 
manufacturer.  Price  Waterhouse  LLP 
evaluated  the  client’s  relationships  with 
customers,  suppliers,  distributors,  and 
intracompany  units  to  identify  EDI 
opportunities.  Based  on  the  findings,  Price 
Waterhouse  developed  an  EDI 
implementation  plan,  performed  a cost/ 
benefit  analysis,  integrated  EDI  into  a JIT 
initiative,  and  conducted  EDI  training  for 
the  client’s  management. 

Marketing  and  Sales 

To  supplement  the  dedicated  sales  force  and 
marketing  personnel,  Price  Waterhouse 
partners  devote  a portion  of  their  time  to 
business  development.  The  percentage  of 
time  spent  on  selling  generally  increases  with 
the  individual’s  position  or  level  within  the 
firm.  The  organization’s  primary  sources  of 
leads  are  through  existing  client  references 
and  vendor  alliances. 


Alliances 

Price  Waterhouse  has  alliances  with  a number 
of  leading  companies,  including  SAP  America, 
Kawasaki.  Digital  Equipment  Corporation, 
International  Consulting  Solutions,  and  Pillar 
Corp.,  among  others. 

Price  Waterhouse’s  Vendor  Alliance  program 
is  based  on  formal,  non  revenue-sharing 
agreements  with  EDI  software  vendors. 

• The  program  covers  product  licensing,  joint 
training  programs,  technology  sharing,  and 
specific  joint  projects. 

• The  program  is  supported  by  the  network  of 
personal  relationships  maintained  by  the 
company’s  consultants  with  local  vendors’ 
marketing  and  support  representatives. 

The  Global  Benchmarks  Alliance  (GBA)  is  a 
group  of  more  than  60  member  corporations 
representing  more  than  580  participating 
business  units  in  37  countries  across  North 
and  South  America,  Europe,  and  the 
Asia/Pacific  region  interested  in 
benchmarking  and  best-practice  research. 

• In  1996,  the  Alliance  covered  seven  finance- 
oriented  processes  and  three  issues-based 
areas. 

• Topics  include  strategic  procurement, 
shared  services,  corporate  systems 
infrastructure,  financial  reporting,  revenue 
cycle,  expenditure  cycle,  production/service 
cost  and  inventory,  employee  compensation 
and  benefits,  financial  planning  and 
analysis,  and  fixed  assets. 

In  July  1996,  the  Price  Waterhouse  MCS 
group  and  PeopleSoft,  Inc.  entered  into  an 
alliance  to  provide  enterprise-wide 
client/server  software  and  consulting  services 
to  the  financial  services  industry  through  the 
establishment  of  a Financial  Services 


Price  Waterhouse 
November  1996 


INPUT  1996  Reproduction  prohibited. 


Page  13  of  14 


INPUT  Vendor  Profile 


Solutions  Center  located  in  New  York  (NY), 
and  staffed  with  industry  and  technology 
onsultants  from  both  organizations. 

• The  alliance  combines  Price  Waterhouse’s 
industry  knowledge  and  best  practices  with 
PeopleSoft’s  client/server  financial,  material 
management,  and  human  resources 
software. 

• Price  Waterhouse  is  also  participating  in 
PeopleSoft’s  Financial  Services  Advisory 
Board,  which  offers  guidance  for  industry- 
specific  solution  enhancements  in  future 
releases  of  PeopleSoft  applications. 

In  June  1996,  Price  Waterhouse  LLP  entered 
into  a strategic  business  alliance  with  Ontario 
(Canada)-based  Newstar  Technologies,  Inc.,  a 
provider  of  enterprise-wide  automation 
solutions  for  organizations  in  Canada,  the 
U.S.,  and  Asia. 

• The  nonexclusive  agreement  authorizes 
Price  Waterhouse  to  demonstrate, 
prototype,  implement,  and  perform  related 
consulting  services  with  respect  to 
Newstar’s  Real  Estate  Asset  and  Portfolio 
Management  System  at  its  own  facilities 
and  client  sites. 

• Newstar  products  are  also  added  to  the 
Price  Waterhouse  Advanced  Software 
Engineering  Center  (ASEC),  a Price 
Waterhouse  facility  that  provides 
evaluation,  testing,  prototyping,  and  quick- 
start  system  development  services  for 
clients  needing  new  or  reengineered 
processes  and  systems. 


In  July  1995,  Price  Waterhouse  signed  a 
reseller  agreement  with  Business  Objects  to 
use  the  Business  Objects  decision-support 
software  to  provide  data  warehouse  solutions. 

Competition 

Major  competitors  include  Andersen 
Consulting,  CAP  GEMINI  America,  Coopers 
& Lybrand,  Digital  Equipment  Corporation, 
Deloitte  & Touche,  EDS,  Ernst  & Young,  IBM, 
and  KPMG  Peat  Marwick. 

Assessment 

Price  Waterhouse  LLP’s  strengths  include: 

• Global  focus  with  local  delivery  capabilities 

• Multidimensional  focus 

• Specialization  through  focus 

• A single  partnership  entity 

• Retention  of  key  staff 

Challenges  facing  the  company  in  the  coming 
year  include: 

• Increasing  staff  to  accommodate  global 
needs  of  clients 

• Fulfilling  infrastructure  needs 

• Growing  the  Outsourcing  practice 

• Successfully  completing  acquisitions 
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382  Main  Street 
Salem,  NH  03079 


Phone:  (603)  898-9800 

(800)  331-2754 
Fax:  (603)  898-7554 


President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Michael  Rapaport 
Private 
100 


$15,000,000* 

9/30/92 


Key  Points 


ProfitKey,  International,  Inc.  (PKI)  announced  in  February  1993  that 
it  has  expanded  its  field  services  organization  by  establishing  the 
ProfitKey  Professional  Services  Group.  The  services  group  will 
provide  ProfitKey  customers  with  a wide  range  of  implementation, 
integration,  and  consulting  services. 

In  October  1992,  PKI  announced  the  ORACLE  version  of  the  Rapid 
Response  Manufacturing  (RRM)  as  a key  component  of  the 
company’s  open  systems  strategy. 

PKI  announced  the  appointment  of  a new  president  and  chief 
executive  officer  to  manage  its  rapid  growth  plans.  Michael 
Rapaport  was  chosen  as  the  new  CEO  based  on  his  proven  ability  to 
manage  a rapidly  growing,  market-focused  company.  Mr.  Rapaport 
was  previously  Executive  Vice  President  and  COO  at  Diagonal  Data 
Corporation  in  Lakeland,  FL.  During  his  five-year  tenure  at 
Diagonal  Data,  he  grew  company  revenues  at  a rate  of  180% 
annually. 

In  1992,  PKI  announced  a new  graphical  user  interface, 
VisionWorks™  specifically  designed  for  discrete  manufacturers. 
VisionWorks™  was  developed  as  part  of  PKI's  Rapid  Response 
Manufacturing™  System  (RRM). 
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Company 

Description 

ProfitKey  International,  Inc.  founded  in  1979,  develops,  markets,  and 
supports  integrated  manufacturing  control  software  systems  and 
services  for  make-to-order  and  make-to-stock  manufacturers. 
ProfitKey's  software  modules  allow  the  management  of  work  flow, 
plant  capacity,  costs,  and  job  tracking  through  the  manufacturing 
process,  and  maximize  production  throughput. 

Operations/ 

Structure 

PKI's  U.S.  offices  are  located  in  Salem  (NH),  Chicago  (IL),  Cleveland 
(OH),  Houston  (TX),  and  Philadelphia  (PA),  and  in  North  Carolina, 
Michigan,  Northern  California,  and  Southern  California.  The  company 
also  has  Canadian  offices  in  Quebec  and  Ontario. 

Regional  education  centers  are  located  in  the  company's  offices  in 
Salem  (NH),  Santa  Clara  (CA),  Chicago  (IL),  and  Cleveland  (OH). 

Strategy 

PKI  has  positioned  itself  as  a vendor  of  "enterprise  automation" 
solutions,  offering  a combination  of  products  and  professional  services 
to  manufacturers. 

PKI  has  also  reengineered  their  software  to  be  data  base  independent. 
In  1992,  PKI  began  to  offer  an  ORACLE  version  of  their  Rapid 
Response  Manufacturing  (RRM)  software  modules,  offering  a data 
base  independent  manufacturing  control  system.  They  now  offer  RRM 
with  the  ProfitKey  data  base,  an  ORACLE  version  and  RRM  with  an 
AS/400  RDBMS. 

Financials 

INPUT  estimates  PKI's  fiscal  1992  revenue  was  $15  million,  an  34% 
increase  over  fiscal  1991  revenue  of  $11.2  million. 

Alliances 

PKI  is  an  IBM  Industry  Remarketer,  an  NCR  Cooperative  Marketing 
Reseller,  and  a software  supplier  for  HP,  DEC,  and  Unisys. 

Employees 

The  company  currently  has  approximately  100  employees. 

Key  Products  and 
Services 

Approximately  75%  of  PKI's  fiscal  1992  revenue  was  derived  from 
applications  software  products  and  25%  from  turnkey  systems. 

PKI  software  products  are  designed  for  manufacturers  that  make 
products  to  order,  to  stock,  or  some  combination  of  both.  Often  they 
are  the  suppliers  of  other  manufacturers. 
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• PKI's  software  products  run  on  various  multiuser  computers  under 
versions  of  UNIX  , XENIX,  VMS,  AIX,  and  HP-UX,  including  IBM 
PS/2,  RT,  RT/6000,  and  AS/400  systems,  HP  9000,  NCR  Tower, 
DEC  VAX  and  MicroVAX,  and  Unisys  5000  and  larger  systems. 

• Software  prices  range  from  $15,000  to  over  $100,000,  depending  on 
the  modules  purchased  and  the  number  of  users. 

• Over  700  users  have  implemented  ProfitKey  software  in  the  U.S.  and 
Canada. 

Rapid  Response  Manufacturing  System 

PKI  offers  several  software  modules  that  comprise  ProfitKey's  Rapid 
Response  Manufacturing  Systems  (RRM).  RRM  is  comprised  of  a 
core  software  module  plus  other  optional  manufacturing,  financial,  and 
utility  software  modules.  These  modules  allow  users  to  track,  control, 
and  estimate  costs  of  complex  jobs;  schedule  and  reschedule  to  a single 
due  date;  manage  within  a capacity  plan;  and  deliver  quality  products 
on  time. 

RRM's  core  software  module  is  comprised  of: 

• Order  Entry 

• BOM/Routing 

• Job  Control/History 

• Costing 

• Loading  & Scheduling 

• Inventory  Management  & Control 

• Estimating 

• Purchasing 

• Sales  Analysis 


• VisionWorks™ 


• Report  Writer  (with  RW  Plus) 
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Optional  modules  include: 

• RRM  Financials  that  includes  the  General  Ledger,  Accounts 
Payable,  Accounts  Receivable 

• MTS  Material  Planning  that  includes  MRP  and  Master  Scheduling 

• Bar  Code  Data  Collection  that  includes  attendance/labor  and 
inventory  data  collection 

• Product  Configurator 

■ Serial  Number/Lot  Control 

• Payroll 

• EDI  interfaces 

RRM  is  designed  to  be  data  base  independent.  The  customer  can 
choose  RRM  based  on  the  classic  ProfitKey  data  base,  the  ORACLE 
relational  data  base  version,  or  the  native  AS/400  data  base.  All 
versions  are  designed  to  perform  identically  and  migration  should 
require  no  retraining. 

Client/Server  Products 

PKI  has  also  announced  MRP  for  Windows.  MRP  for  Windows  uses 
the  Windows  GUI,  runs  on  IBM  OS/2  or  Windows  NT,  4GL  design 
tools,  and  operates  with  a standard  SQL  data  base  products  in  a 
client/server  environment.  MRP  for  Windows  is  designed  to  provide 
inventory,  engineering,  purchasing,  production,  financial,  and  quality 
control  functionality. 

MRP  for  Windows  supports  standard  SQL  data  base  servers  including: 
ORACLE,  Sybase,  IBM  DB2,  SQL/400,  Ingres,  HP  Allbase,  Informix, 
and  SQLbase. 

ProfitKey  Software  Protection  includes  software  warranty, 
enhancements,  software  upgradability,  twelve-hour  telephone  and 
modem  support  from  the  Customer  Services  Department,  and  access  to 
the  ProfitKey  User  Group. 

Professional  Services 

PKI  announced  in  February  1993  that  it  has  expanded  its  field  services 
organization  by  establishing  the  ProfitKey  Professional  Services  Group. 
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Industry  Markets 


Geographic 

Markets 


The  services  group  will  provide  ProfitKey  customers  with  a wide  range 
of  implementation,  integration,  and  consulting  services  including  pre- 
implementation planning,  hardware  and  software  installation, 
classroom  instruction  (either  at  PKI  regional  education  centers  or  on- 
site), as  well  as  on-site  application  support  and  consulting. 


One  hundred  percent  of  PKTs  revenue  is  derived  from  discrete 
manufacturers. 

PKI  software  products  are  designed  for  discrete  manufacturers  that 
make  products  to  order,  to  stock,  or  some  combination  of  both.  Often 
they  are  the  suppliers  of  other  manufacturers. 

The  company  targets  its  products  to  companies  with  SIC  codes  of  25xx 
and  34xx-39xx. 


An  estimated  90%  of  PKTs  fiscal  1992  revenue  was  derived  from  the 
U.S.  and  10%  was  from  Canada. 
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Progress  Software  Corporation 


President  & Director: 
14  Oak  Park 
Bedford,  MA  01730 
Phone: 

Fax: 


Joseph  Alsop 


(617)  280-4000 
(617)  280-4095 


Status:  Public 

Employees:  845(11/93) 

Revenue:  $ 111,639,983 

Fiscal  Year  End:  11/30/93 


Key  Points 

• Progress  is  a supplier  of  application 
development  systems  to  business, 
government  and  industry. 

• Fiscal  1993  revenue  reached  $111.6 
million,  a 31%  increase  over  that  of 
1992. 

• In  June  1993,  the  company  introduced 
Version  7 of  its  PROGRESS  Application 
Development  Environment,  an  advanced 
platform-independent  GUI  development 
tool. 


• In  1993,  in  an  effort  to  reinforce  its 
commitment  to  providing  support  and 
service,  the  company  opened  three  new  . 
training  and  consulting  centers  in 
Chicago,  San  Francisco  and  Washington, 
D.C. 

• In  June  1993,  Progress  Software 
announced  the  establishment  of  its 
Application  Partners  Program  that 
expands  upon  and  replaces  the 
company's  Partners  in  Progress 
program. 

• In  November  1993,  Progress  Software 
joined  IBM's  Market  Development 
Program.  The  two  companies  agreed  to 
engage  in  promotional  marketing 
activities. 
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Company  Description 

Progress  Software  Corporation  develops, 
markets  and  supports  application 
development  and  database  management 
software  for  business,  government  and 
industrial  use  worldwide. 

• The  company  was  founded  in  1981  as 
Data  Language  Corporation.  In 
November  1987,  the  company  changed 
its  name  to  Progress  Software 

Corp oration  in  order  to  identify  itself 
more  closely  with  its  primary  product 
offering. 

• The  company’s  principle  product  is 
PROGRESS®,  available  on  all  major 
mid-range,  PC  and  client/server 
platforms. 

Structure  and  Operations 

Progress  Software  has  U.S.  sales  offices  in 
Los  Angeles  and  San  Francisco  (CA), 
Denver  (CO),  Boca  Raton  and  Jacksonville 
(FL),  Atlanta  (GA),  Chicago  (IL),  Bedford 
(MA),  Detroit  (MI),  Minneapolis  (MN),  St. 
Louis  (MO),  Iselin  (NJ),  New  York  and 
Syracuse  (NY),  Chapel  Hill  (NC),  Dallas 
(TX),  Seattle  (WA)  and  Washington  (D.C.) 

Canadian  sales  offices  are  in  Calgary, 
Alberta;  and  Ottawa  and  Toronto, 

Ontario. 

International  subsidiaries  are  in 
Australia,  Austria,  Belgium,  Denmark, 
Finland,  France,  Germany,  Mexico,  the 
Netherlands,  Norway,  Singapore,  Spain, 
Sweden,  Switzerland  and  the  U.K. 


Distributors  are  in  Argentina,  Brazil, 
Columbia,  Costa  Rica,  Czech  Republic, 
Ecuador,  Greece,  Hong  Kong,  Hungary, 
Iceland,  India,  Indonesia,  Israel,  Italy, 
Korea,  New  Zealand,  Philippines,  Poland, 
Portugal,  Saudi  Arabia,  Serbia,  South 
Africa,  Taiwan,  Thailand,  Turkey  and 
Venezuela. 

Company  Strategy 

The  company's  mission  is  to  provide 
software  technology  and  services  to 
improve  application  development 
productivity  and  quality.  Its  strategy 
includes: 

• Improving  developer  productivity 

• Portability  for  developers  and  users 

• Distributed  computing  capability 

• Balanced  distribution 

• Recurring  revenue 

• Worldwide  market 

• Customer  support 

Although  Progress  Software  sells  a 
complete  relational  DBMS,  the  company  is 
focusing  on  the  application  development 
tools  market.  The  company  tends  to  focus 
more  on  selling  to  individual  fines  of 
business  within  a large  organization,  as 
individual  departments  require  more 
customized  applications. 

The  company's  primary  distribution  focus 
is  on  its  value-added  resellers  (VARs) — 
called  Application  Partners.  The  company 
has  2,300-plus  software  partners  as  part 
of  the  Application  Partners  program. 
Distribution  and  pricing  strategies  are 
intended  to  generate  recurring  revenue. 
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Financials 

Total  fiscal  1993  revenue  reached  $111.6 
million,  a 31%  increase  over  fiscal  1992 
revenue  of  $85.0  million. 


Net  income  rose  34%,  from  $9.6  million  in 
fiscal  1992  to  $12.9  million  in  fiscal  1993. 

A five-year  financial  summary  follows: 


Progress  Software  Corporation 
Five-Year  Financial  Summary 
($  millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

11/93 

11/92 

11/91 

11/90 

11/89 

Revenue 

$111.6 

$85.0 

$58.3 

$40.1 

$25.4 

• Percent  increase  from 

previous  year 

31% 

46% 

45% 

58% 

65% 

Income  before  taxes 

$19.8 

$15.0 

$9.5 

$5.9 

$3.3 

• Percent  increase  from 

previous  year 

32% 

58% 

61% 

79% 

106% 

Net  income 

$12.9 

$9.6 

$6.1 

$3.8 

$2.2 

• Percent  increase  from 

previous  year 

34% 

57% 

61% 

73% 

100% 

Earnings  per  share 

$2.00 

$1.50 

$1.05 

$0.74 

$0.46 

• Percent  increase  from 

previous  year 

33% 

43% 

42% 

61% 

53% 

The  growth  in  the  company’s  fiscal  1993 
revenue  was  due  primarily  to  an  increase 
in  software  license  revenue  and,  to  a 
lesser  extent,  to  increased  revenue  from 
maintenance  and  support  services. 

Research  and  development  expenditures 
were  approximately  $15.3  million  (14%  of 
revenue)  in  fiscal  1993,  compared  to  $13.1 
million  (15%  of  revenue)  in  fiscal  1992, 
and  $7.4  million  (13%  of  revenue)  in  fiscal 
1991. 

Interim  results:  Revenue  for  the  three 
months  ending  February  28,  1994  reached 
$31.1  million,  a 24%  increase  over  $25.0 
million  for  the  same  period  in  1993.  Net 
income  for  the  period  rose  7%,  from  $2.9 
million  to  $3. 1 million  in  1994. 

Progress  Software  Corporation 
June  1994 


Market  Financials 

The  primary  markets  for  Progress 
Software's  products  include  VARs,  MIS 
professionals,  government  agencies  and 
independent  software  developers  and 
consultants  that  develop  transaction- 
oriented  business  applications. 

Over  50%  of  Progress  Software's 
worldwide  revenues  are  derived  from 
serving  more  than  2,300  Application 
Partners  (APs)  who  market  PROGRESS- 
based  applications.  The  company  has 
shipped  more  than  200,000  licenses  of  its 
flagship  product,  the  PROGRESS 
4GL/RDBMS. 
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Revenue  Analysis  by  Product  Line: 

Approximately  66%  of  Progress  Software's 
fiscal  1993  revenue  was  derived  from 
software  product  sales  and  34%  from 


software  maintenance  and  support 
services. 

A three-year  summary  of  source  of 
revenue  follows: 


Progress  Software  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

11/93 

11/92 

11/91 

Products/Services 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$73.6 

66% 

$57.9 

68% 

$40.5 

69% 

Maintenance  and  support  services 

38.1 

34% 

27.2 

32% 

17.8 

31% 

Total 

$111.6 

100% 

$85.0 

100% 

$58.3 

100% 

Geographic  Markets 

Approximately  43%  of  Progress  Software's 
fiscal  1993  revenue  was  derived  from 
North  America,  42%  from  Europe,  8% 
from  other  international  sources  and  7% 
from  export  sales  from  the  U.S. 


Channels  of  distribution  include  direct 
sales  and  through  value-added  resellers 
(VARs)  worldwide. 

A three-year  geographic  source  of  revenue 
summary  follows: 


Progress  Software  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

11/93 

11/92 

11/91 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$48.1 

43% 

$34.6 

41% 

$25.5 

44% 

Europe 

47.2 

42% 

39.9 

47% 

26.6 

46% 

Other 

8.5 

8% 

4.4 

5% 

2.6 

4% 

Export  sales  from  U.S. 

7.8 

7% 

6.1 

7% 

3.5 

6% 

Total 

$111.6 

100% 

$85.0 

1 00% 

$58.3 

100% 
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Employees 

As  of  fiscal  year  ending  November  30, 
1993,  Progress  Software  had 
approximately  845  employees,  segmented 
as  follows: 


Marketing  and  sales 344 

Customer  support 183 

Product  development 175 

Administration 143 


845 

• The  company  currently  has  over  900 
employees. 

Key  Products  and  Services 

Products 

PROGRESS  is  the  company’s  principal 
product.  It  is  an  integrated  environment 
for  developing  and  deploying  mission- 
critical  applications  that  are  scalable, 
portable  and  reconfigurable  across  a range 
of  computing  environments. 

PROGRESS  is  made  up  of  three 
architectural  components — PROGRESS 
Application  Development  Environment 
(ADE),  PROGRESS  DataServer 
Architecture  and  PROGRESS  RDBMS. 

• PROGRESS  ADE  is  an  integrated  set  of 
4GL  GUI -based  tools  for  designing, 
implementing,  testing  and  deploying 
GUI  and  character-based  applications 
for  client/server  and  host-based  systems. 
It  consists  of  the  following  components: 

- PROGRESS  4GL  is  a high-level 
application  development  language  that 
incorporates  ANSI  standard  SQL. 


- PROGRESS  Data  Dictionary  manages 
the  structure  of  the  RDBMS  and 
provides  Application  Language  access 
to  the  database. 

- User  Interface  Builder  is  a tool  for 
building  applications. 

- Application  Debugger  is  designed  to 
help  developers  trace  the  flow  of  the 
application  execution. 

- Application  HELP  development  feature 
allows  developers  to  develop  and 
integrate  help  messages  into 
applications. 

- Report  Builder  is  a graphical  report 
writer  for  professional  developers. 

- Translation  Manager  automates  the 
localization  of  applications  for  multiple 
languages. 

- Procedure  Editor  is  a text  editor  that 
allows  a programmer  to  graphically 
edit  several  4GL  programs 
simultaneously. 

- PROGRESS  RESULTS  is  a user  data 
access  and  reporting  tool  that  allows 
transparent  access  to  heterogeneous 
data. 

• PROGRESS  DataServer  Architecture  is 
a set  of  services  and  interfaces  that 
allows  PROGRESS  applications  access 
to  a wide  range  of  database  management 
systems  and  file  systems. 

DataServers  are  available  for  the 
following  database  and  file  managers — 
Oracle,  Sybase,  RMS,  Rdb/VMS,  C- 
ISAM,  CT-ISAM,  Object  Store,  DB2,  HP 
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Allbase  and  ODBC  in  PROGRESS 
Version  6. 

• PROGRESS  RDBMS  is  a relational 
database  management  system  that 
provides  support  for  SQL. 

PROGRESS/400  is  a version  of  the 
company's  application  development 
environment  for  models  in  the  IBM 
AS/400  product  line. 

It  is  made  up  of  three  products: 

• PROGRESS/400 

• PROGRESS/400  4GL 

• PROGRESS/400  Run-Time 

In  June  1993,  the  company  introduced 
Version  7 of  PROGRESS  ADE  that 
supports  the  development  and  deployment 
of  graphical  user  interface  (GUI)  and 
character  applications,  and  is  designed  for 
organizations  moving  toward  client/server 
and  open  systems. 

Professional  Services 

Progress  Software  provides  technical 
support  to  application  developers  and 
users  via  the  telephone.  The  company 
also  provides  consulting  services  and 
training  courses  worldwide.  In  1993, 
Progress  Software  trained  more  than 
6,000  application  developers  in  North 
America. 

In  1993,  in  an  effort  to  reinforce  the 
company's  commitment  to  providing 
support  and  service,  three  new  training 
and  consulting  centers  were  opened  in 
Chicago,  San  Francisco  and  Washington, 
D.C.  The  company  is  also  expanding  the 


training  facility  at  its  Bedford  (MA) 
headquarters. 

The  company  offers  an  annual 
maintenance  service  to  customers.  On 
purchase  of  this  service,  they  are  entitled 
to  software  updates,  technical  support  and 
technical  bulletins. 

Marketing  and  Sales 

Progress  Software  sells  its  products 
through  its  direct  sales  force  in  the  U.S., 
Canada  and  15  other  countries  and 
independent  distributors  in  28  countries 
outside  North  America. 

As  of  November  30,  1993,  the  company 
had  44  field  sales  personnel  in  20  sales 
offices  in  North  America  and  62  field  sales 
personnel  in  24  offices  outside  North 
America. 

The  company  uses  telephone  sales  and 
sales  administration  groups  to  enhance  its 
direct  sales  efforts  and  generate  follow-on 
business  from  existing  customers. 

Marketing  efforts  are  geared  toward 
conducting  extensive  marketing  programs 
that  include  public  relations,  direct  mail, 
trade  shows,  advertising,  production  of 
collateral  literature  and  sponsoring  of  user 
conferences  in  the  U.S.,  Europe  and  the 
Pacific  Rim. 

Clients 

The  company's  customers  include 
Application  Partners  and  MIS 
departments  of  corporations  and 
government  agencies. 
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Progress  Software  obtains  follow-on 
revenue  as  the  Application  Partner 
licenses  copies  of  PROGRESS  deployment 
products  to  permit  its  application  to  be 
installed  and  used  by  customers. 

The  company  also  licenses  PROGRESS  to 
MIS  departments  of  corporations, 
government  agencies  and  other 
organizations  to  build  applications. 

Alliances 

During  the  past  two  years,  the  company 
entered  into  the  following  alliances: 

• In  November  1993,  Progress  Software 
joined  IBM's  Market  Development 
Program.  The  two  companies  agreed  to 
engage  in  marketing  activities,  including 
advertising,  trade  shows,  seminars  and 
the  development  of  product  brochures,  to 
promote  the  PROGRESS  ADE  to  RISC 
System/6000  users  in  the  U.S. 

• In  July  1993,  Progress  Software  entered 
into  an  agreement  with  Santa  Cruz 
Operation  (SCO)  to  optimize  software 
performance  between  the  PROGRESS 
ADE  and  the  SCO  operating  system 
products.  The  two  companies  also 
agreed  to  establish  support  programs 
through  trade  shows,  publicity  and  other 
marketing  activities. 

• In  July  1993,  Progress  Software  entered 
into  a marketing  agreement  with  Unisys 
Corporation.  Unisys  agreed  to  promote 
Version  6 of  the  PROGRESS  ADE  to 
CTOS  users  and  prospects  on  a non- 
exclusive basis. 

• In  June  1993,  Progress  announced  the 
formation  of  its  Application  Partners 

Progress  Software  Corporation 
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Program.  The  program  was  designed  to 
enhance  Progress's  family  of  2,300-plus 
Software  Partners  worldwide  by 
providing  materials  and  expertise  to 
support  their  marketing  and  sales 
efforts.  The  program  expands  upon  and 
replaces  the  company's  Partners  in 
Progress  program. 

Competition 

Progress  Software  competes  with 
relational  database  vendors  that  offer 
application  development  tools,  and 
vendors  of  computer-aided  software 
engineering  (CASE)  tools. 

The  company's  major  database 
competitors  include  Informix  Software, 
Sybase,  Ingres  Corporation  (a  subsidiary 
of  Computer  Associates)  and  Oracle 
Corporation. 

The  company  also  competes  with  leading 
tool  vendors  such  as  PowerSoft  and 
Gupta. 

INPUT  Assessment 

Progress  Software's  greatest  strength  is  its 
development  environment.  It  offers  a 
comprehensive  set  of  development  tools 
that  are  tightly  integrated  with  its 
database  management  system  as  well  as 
those  from  other  leading  database 
vendors.  This  gives  the  company  the 
opportunity  to  become  a significant  player 
in  the  cross-platform  applications 
development  arena. 

Progress  Software  has  always  focused  on 
its  Application  Partners.  The  company's 
success,  to  some  extent,  depends  on  the 
success  of  its  Application  Partners  and  its 
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ability  to  form  new  partnerships  in  the 
future. 

The  challenge  the  company  faces  is  to 
promote  its  strengths  and  gain  more 
recognition  in  markets  other  than  its 
Application  Partners,  such  as  MIS 
professionals,  independent  developers  and 
consultants  among  others. 
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PROJECT  SOFTWARE  AND 
DEVELOPMENT,  INC. 

20  University  Road 


President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Robert  Daniels 
Private  Corporation 
235 

$28,000,000 

9/30/92 


Cambridge,  MA  02138 
Phone:  (617)661-1444 
Fax:  (617)661-1642 


Key  Points 


Project  Software  & Development,  Inc.  (PSDI)  is  a long-time 
provider  of  high-functionality,  large-scale  project  management 
software. 

Over  the  past  three  years,  the  company's  business  has  shifted  from 
providing  software  and  turnkey  systems  for  project  management,  to 
marketing  and  supporting  software  for  project  management  and 
maintenance  management  applications.  Maintenance  management 
software  and  support  has  grown  to  represent  50%  of  PSDI’s  total 
revenue,  with  project  management  software  and  support 
representing  the  remaining  50%  of  revenue. 

PSDI's  MAXIMO  Series  3 computerized  maintenance  management 
system,  introduced  during  1990,  was  the  first  product  of  its  kind  for 
the  Windows  operating  environment. 

In  June  1992,  PSDI  released  PROJECT/2  Series  X,  the  company's 
latest  addition  to  its  line  of  project  management  software.  The 
product  is  designed  specifically  for  enterprise-wide  corporate  and 
federal  agency  use. 
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Company 

Description 


Financials 


PSDI  was  founded  in  1968  by  Robert  Daniels,  who  continues  to  retain 
full  ownership  of  the  company. 

PSDI  develops,  markets,  supports,  and  maintains  project  management 
(PROJECT/2  and  PROJECT/2  Series  X)  and  plant  and  facilities 
maintenance  management  (MAXIMO  Series  3)  applications  software 
products  and  associated  support  services  for  companies  across  all 
industry  sectors. 

PSDI  is  organized  into  the  following  departments: 

• Corporate  Administration  is  responsible  for  all  employee  services. 

• International  Operations  is  responsible  for  customer  sales  and 
support  in  five  PSDI  subsidiaries:  PSDI  Australia,  PSDI  Canada, 
PSDI  U.K.  Limited,  PSDI  Deutschland,  and  PSDI  France,  as  well  as 
PSDI's  sales  agent  operations  in  the  remainder  of  the  European  and 
Asian  market. 

• Operations  is  responsible  for  developing,  installing,  maintaining  and 
supporting  existing  PSDI  software  products  on  IBM  and  VAX 
computers,  as  well  as  for  developing  new  products. 

• Finance  is  responsible  for  the  company's  full  range  of  financial 
concerns,  including  the  treasury,  financial  operations,  budgeting,  tax 
planning  and  strategy,  and  purchasing  for  both  PSDI's  domestic  and 
overseas  operations. 

• Sales  and  Marketing  is  responsible  for  selling  and  marketing  the 
PSDI's  project  management  and  maintenance  management  software 
products  in  North  America.  It  also  steers  new  product  development. 
This  department  directly  markets  software  to  corporations  and 
administers  all  phases,  including  direct  sales  and  the  VAR  program. 

• Professional  Services  is  responsible  for  developing  training  and 
consulting  services  in  support  of  the  project  and  maintenance 
management  services  provided  by  PSDI  to  clients,  offering  added 
value  to  their  software  purchases. 


PSDI's  fiscal  1992  was  approximately  $28  million,  the  same  as  fiscal 
1991  revenue.  1991  and  1992  represented  a period  of  increased 
research  and  development  activity  to  make  ready  the  company's  new 
project  management  product  (PROJECT/2  Series  X).  With  the 
release  of  PROJECT/2  Series  X,  revenue  from  product  sales  is  forecast 
to  increase. 
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Alliances  PSDI  is  a value-added  dealer  (VAD)  for  IBM  Personal  Computer 

Systems,  a partner  in  DEC'S  Cooperative  Marketing  Program  (CMP),  a 
value-added  reseller  (VAR)  for  Oracle  Systems  Corporation,  and  a 
value-added  remarketer  (VAR)  for  Ingres  (The  ASK  Group). 

PSDI  also  maintains  strategic  partnerships  with  Novell,  Microsoft, 
Easel,  and  Gupta  Technologies. 


Employees  As  of  February  1992,  PSDI  had  235  employees,  segmented  as  follows: 


EMPLOYEE  CATEGORY 

NUMBER 

PERCENT 

REVENUE 
PER  PERSON 

General/administrative 

109 

47% 

— 

Sales/marketing 

74 

31% 

-- 

Development/R&D/ 

technical 

51 

22% 

— 

TOTAL 

235 

100% 

$119,148 

Competitors  Major  competitors  of  PSDI  project  management  software  products 

include  Lucas  Management  Systems  (formerly  Metier  Management 
Systems)  for  mainframe  and  minicomputer  systems,  and  Primavera 
Systems,  Welcom  Software  Technology,  and  Computer-Aided 
Management  Inc.  for  midrange  (usually  LAN-based  PC)  systems. 

Major  competitors  of  PSDI  maintenance  management  software 
products  in  the  PC  area  (MAXIMO)  included  Comae  Systems,  DFM 
Mapcon,  JB  Systems,  and  Diagonal  Data.  MAXIMO  Series  3,  with 
increased  capacity,  functionality,  application  integration  and 
networking  capabilities,  competes  with  vendors  offering  minicomputer- 
based  systems-Marcam,  System  Works,  Bonner  and  Moore-while  still 
operating  on  the  PC  platform. 


Key  Products  and  INPUT  estimates  that  PSDI  derived  approximately  90%  of  fiscal  1992 

Services  revenue  from  software  products  and  10%  from  training  and  consulting 

professional  services. 

Approximately  50%  of  revenue  was  derived  from  PROJECT/2-based 
products  and  50%  from  MAXIMO  Series  3 products. 
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PROJECT/2: 

PROJECT/2,  introduced  in  1968,  is  based  on  public  domain  research 
conducted  by  PSDI  founder  Robert  Daniels  at  the  Massachusetts 
Institute  of  Technology. 

PROJECT/2  offers  a complete  solution  to  large-scale  project 
management  needs-complex,  multi-million  dollar  projects— by 
integrating  scheduling  cost,  graphic,  and  relational  data  base  software. 

• PROJECT/2  provides  the  tools  to  plan,  schedule,  and  cost-control 
any  project. 

• The  software  can  also  be  integrated  with  existing  corporate  systems, 
such  as  financial  and  material  tracking,  for  effective  project  control. 

Used  by  Fortune  500  companies,  PROJECT/2  runs  on  IBM  and 
compatible  mainframes  and  minicomputers  under  the  MVS,  OS/VS1, 
and  VM/CMS  operating  systems,  and  also  operates  on  DEC'S  family  of 
VAX  and  MicroVAX  computers  running  under  the  VMS  operating 
system. 

There  are  currently  approximately  10,000  PROJECT/2  users  at  500 
sites  worldwide. 

PROJECT/2  Series  X: 

PROJECT/2  Series  X (P/X),  released  in  June  1992,  is  designed 
specifically  for  enterprise-wide  corporate  and  federal  use.  P/X 
combines  high-end  functionality  with  low-end  ease  of  use  to  provide 
project  management  for  large  and  small-scale  projects  alike. 

P/X  features  include  an  improved  graphical  user  interface,  full 
scheduling  and  cost  functionality,  extensive  reports  and  graphics, 
extensive  data  manipulation,  systems  integration,  and  customization. 

P/X  currently  is  available  for  PCs  and  LANs  under  Windows  3.1  and 
across  DEC  VAX  systems  under  VAX/ VMS,  Motif. 

UNIX  support  is  planned  for  the  immediate  future  with  other  platforms 
such  as  OS/2  and  Windows  NT  to  follow. 

MAXIMO  Series  3: 

MAXIMO  Series  3 is  a comprehensive  maintenance  management 
system  designed  to  support  maintenance  operations  in  plants,  facilities, 
engineering,  and  manufacturing  industries. 
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• MAXIMO  Series  3's  features  and  capabilities  allow  customers  to 
track  records,  monitor  and  analyze  data,  and  recommend  the  most 
efficient  and  cost-effective  solutions  for  all  aspects  of  maintenance 
operations. 

• Modules  support  tracking  of  work  orders,  preventative  maintenance 
masters,  inventory  control,  equipment  records,  purchasing,  job  plans, 
resources,  calendars,  labor,  notes,  reports,  utilities,  and  integration 
to  bar  coding. 

MAXIMO  Series  3 runs  under  Windows  3.1  and  the  SQL  data  base  on 
the  IBM  PS/2  line  or  compatibles,  and  supports  DOS,  OS/2,  NLM,  and 
UNIX  data  base-server  platforms. 

Currently  there  are  approximately  1,000  MAXIMO  Series  3 
installations  worldwide. 

Other: 

PSDI  continues  to  support,  but  no  longer  actively  markets  the 
QWIKNET  Professional  project  management  software  system. 

PSDI  no  longer  markets  the  APECS  8000  project  management  product 
for  the  UNIX  environment. 


Industry  Markets  Whereas  PSDI's  products  can  be  used  across  all  industry  sectors, 

PROJECT/2  sales  are  heavily  concentrated  in  certain  industries.  PSDI 
revenue  is  derived  primarily  from  the  aerospace/defense, 
entertainment,  and  manufacturing  industries,  as  well  as  from  electrical 
and  gas  utilities.  PSDI  has  also  begun  to  increase  its  share  of  the 
market  in  the  automotive,  pharmaceuticals,  governmental,  and 
telecommunications  industries. 

PSDI's  market  for  PROJECT/2  is  Fortune  500  companies  managing 
large  projects. 

MAXIMO  Series  3 is  targeted  to  plant/facility  sites  in  a variety  of 
industry  sectors,  especially  food  processing  and  manufacturing,  as  well 
as  universities  and  hospitals. 


Clients 

V 


PSDI  clients,  by  industry,  include  the  following: 

• Aerospace/defense:  Boeing  Co.,  General  Dynamics 
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■ Electric  utilities:  Southern  Company  Services,  Tokyo  Electric  Power 
Co. 

• Pharmaceuticals:  Johnson  & Johnson,  Fisons  Corp. 

• Discrete  manufacturing:  Ford  Motor  Company,  Mattel 

• Other:  Walt  Disney  Co.,  AMOCO  Production  Co.,  Ocean  Spray 
Cranberry,  and  the  Genetics  Institute 


Geographic 

Markets 


Approximately  50%  of  PSDI's  fiscal  1992  revenue  was  derived  from  the 
U.S.  and  50%  from  international  sources. 

PSDI  maintains  domestic  branch  offices  in  Cambridge  (MA),  Dallas 
(TX),  Dearborn  (MI),  Denver  (CO),  Irvine  (CA),  New  York  (NY), 

Seattle  (WA),  and  Washington,  D.C. 

International  subsidiaries  are  in  Canada,  France,  Germany,  the  U.K., 
and  Australia.  PSDI  also  has  agents  in  16  other  countries. 
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PSINet  Inc. 

July  1997 

510  Huntmar 

Park  Drive 

Brookmount  Court 

Herndon,  VA 

22070 

Kirkwood  Road 

U.S. 

Cambridge  CB4  2QH 

Phone: 

(703)  904-4100 

England 

Fax: 

(703)  904-4200 

Tel:  +44  (0)  1223  577577 

Internet: 

http://www.psi.net 

Fax:  +44  (0)  1223  5776 

Chairman,  President,  & CEO:  William  L.  Schrader 

• In  June  1997,  PSINet  U.K.,  one  of 

Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
515  (4/97) 
$84,352,000 
12/31/96 


PSINet’s  subsidiaries,  moved  from  a 
traditional  field  sales  approach  to  an 
exclusively  office-based  sales  strategy. 


Key  Points 

• PSINet  provides  Internet  access  services, 
software  products,  and  associated  support 
services  to  organizations  and  individuals 
throughout  the  U.S.  and  internationally. 

• In  July  1997,  PSINet  and  IXC 
Communications,  Inc.  entered  into  a 
strategic  alliance  whereby  PSINet  will  use 
10,000  OC-48  equivalent  route  miles  of 
fiber  bandwidth  in  exchange  for  a 20% 
stake  in  PSINet.  The  companies  also 
signed  a long-term  marketing  agreement. 


• In  May  1997,  PSINet  announced  the 
availability  of  eCommerce,  a secure 
commerce  service,  which  provides  a 
solution  for  merchants  wanting  to 
establish  a storefront  on  the  Web. 

• In  February  1997,  PSINet  sold  all  of  its 
issued  and  outstanding  capital  stock  of  its 
wholly  owned  subsidiary  InterCon 
Systems  Corporation  to  Ascend 
Communications,  Inc. 

• In  January  1997,  PSINet  announced  an 
agreement  to  provide  Internet  service  to 
WebTV  Networks,  Inc.,  the  first  company 
to  enable  the  delivery  of  Internet  content 
to  television. 
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Company  Description 

PSINet  (formerly  Performance  Systems 
International,  Inc.),  founded  in  1989,  is  a 
provider  of  turnkey  corporate  Internet  and 
intranet  access,  managed  security  services, 
electronic  commerce  solutions,  and  Web 
hosting  services. 

PSINet  offers  a variety  of  Internet  access 
services  and  products. 

• The  company’s  PSINet  network  offers 
high-speed  access  to  the  Internet  from 
more  than  349  points  of  presence  (POP)  in 
the  U.S.,  Canada,  Europe,  and  Asia. 

• Internet  access  options  range  from  high- 
speed modem  dial-up  and  Integrated 
Services  Digital  Network  (ISDN)  for 
telecommuters  and  small  office  LANs  to 
dedicated  high-speed  circuits  for  corporate 
activity. 

• As  part  of  the  PSINet  network,  the 
company  offers  a Web  browser,  guided 
navigation  tools  to  various  Internet 
services,  Internet  access  security  services, 
and  client  software  products  designed  to 
facilitate  access  to  and  use  of  the  Internet. 

• Additionally,  PSINet  offers  Web  hosting 
services,  training,  and  third-party  design 
and  consulting  services. 

Organization  and  Structure 

PSINet,  with  offices  in  eight  countries  in 
North  America,  Asia,  and  Europe,  is 
headquartered  in  in  Herndon  (VA). 

Regional  U.S.  offices  are  located  in 
Cambridge  (MA),  Chicago  (IL),  New 
Cumberland  (PA),  and  Santa  Clara  (CA). 

The  PSINet  Network  Information  and 
Support  Center  is  located  in  Troy  (NY). 


PSINet’s  officers  are  listed  in  Exhibit  1. 
Exhibit  1 

PSINet 


Key  Executives 


Name 

Title 

William  L.  Schrader 

Chairman,  President,  & 
CEO 

David  N.  Kunkel 

Senior  VP,  General 
Counsel 

Harold  S.  Wills 

Executive  VP,  COO 

Edward  D.  Postal 

VP  and  CFO 

James  “Chuck”  Davin 

VP  and  CTO 

Mitchell  Levinn 

VP,  Network  Operations 

John  F.  Kraft 

VP,  Wholesale  Network 
Services 

Mark  S.  Fedor 

VP,  Engineering 

Mary-Ann  Carolan 

VP,  Customer 
Administration 

David  L.  Hudson 

VP,  Business  and  Product 
Development 

Rick  Frizalone 

VP,  Corporate  Sales 

Source:  PSINet  Inc. 


PSINet  has  the  following  wholly-owned 

subsidiaries: 

• PSINet  Publishing  Corporation, 
headquartered  in  Herndon  (VA),  provides 
PSIWeb  hosting  service. 

• PSINet  Security  Services,  headquartered 
in  Herndon  (VA),  provides  a full  range  of 
security  solutions,  including  firewall 
software  and  encryption  and 
authentication  capabilities. 

• PSINet  Limited,  headquartered  in 
Markham,  Ontario  (Canada)  offers  access 
to  the  Internet  from  more  than  15  POPs 
across  the  country. 

• PSINet  Japan  KK  is  headquartered  in 
Tokyo  (Japan),  and  provides  local  access  in 
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Japan’s  three  largest  cities:  Tokyo, 
Yokohama,  and  Osaka. 

• PSINet  UK  Ltd.,  in  Cambridge  (England), 
is  the  hub  for  PSINet’s  POPs  in  the  U.K. 
The  company  offers  local  call  access  to  all 
the  businesses  in  England,  Wales, 
Scotland,  and  Northern  Ireland. 

• PSINet  Europe  Ltd.,  comprised  of  the 
following: 

- PSINet  Belgium  S.P.R.L.,  in  Brussels 
(Belgium) 

- PSINet  Germany  GmbH,  in  Frankfurt 
am  Main  (Germany) 

- PSINet  Europe  Limited  - Dublin  Office 
(Ireland) 

Employees 

As  of  March  14,  1997,  PSINet  had  515 
employees,  compared  to  550  in  August  1996, 
segmented  as  follows: 


Technical  positions 239 

Marketing  and  sales 177 

Administration 99 

515 


Company  Strategy 

PSINet’s  strategy  is  to  offer  geographically 
dispersed,  reliable,  competitively  priced, 
high-speed  Internet  access  to  more 
sophisticated  users. 

The  company’s  objective  is  to  be  the  leading 
full-service  provider  of  Internet  solutions  to 
organizations  and  individuals  worldwide. 

By  offering  Internet  access  options,  software 
applications,  and  consulting  and  security 
services,  PSINet  seeks  to  fulfill  its 
customers’  Internet  needs. 


Key  elements  of  the  company’s  strategy  are 
to: 

• Provide  high-performance  Internet 
services  through  a robust  network 

• Provide  customer-driven,  high-value 
service  offerings  to  businesses 

• Continue  international  expansion  in 
support  of  customer  needs 

• Expand  its  customer  base  through  focused 
marketing  and  active  customer  service 

• Accelerate  growth  and  enhance  service 
offerings  through  potential  acquisitions, 
strategic  alliances,  and  business 
relationships 

Divestitures 

In  February  1997,  PSINet  its  wholly  owned 
software  subsidiary,  InterCon  Systems 
Corporation,  to  Ascend  Communications, 
Inc. 

• InterCon  Systems,  acquired  in  July  1995, 
is  a developer  and  marketer  of  standards- 
based  connectivity  software  products  for 
Windows  and  Macintosh  personal 
computers. 

• This  divestiture  is  intended  to  improve 
PSINet’s  business  focus  on  its  core 
corporate  Internet  service  offerings. 

Financials 

Total  1996  revenue  reached  $89.8  million,  a 
132%  increase  over  1995  revenue  of  $38.7 
million.  This  increase  in  revenue  resulted 
from  an  increase  in  corporate  accounts  from 
8,200  in  1995  to  17,800  in  1996. 

Net  losses  were  $55.0  million  in  1996 
compared  to  $53.2  million  in  1996.  The 
continued  net  loss  in  1996  reflects  PSINet’s 
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strategy  of  investing  in  the  expansion  of  the  A five-year  financial  summary  is  shown  in 

PSINet  network  infrastructure  in  order  to  Exhibit  2. 

position  the  company  to  compete  in  the 

Internet  market  domestically  and 

internationally. 

Exhibit  2 


PSINet,  Inc. 

Five-Year  Worldwide  Financial  Summary 
(S  Millions,  except  per-share  and  -employee  data) 


Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

1992 

Revenue 

$89.8 

$38.7 

$15.2 

$8.7 

$6.4 

• Percent  change  from 
previous  year 

132% 

61% 

75% 

36% 

N/A 

Income  (loss)  before  taxes 

$(55.1) 

$(53.2) 

$(5.3) 

$(2.2) 

$0.69 

• Percent  change  from 
previous  year 

(3.6%) 

(1103%) 

(141%) 

(219%) 

N/A 

Net  income  (loss) 

$(55.1) 

$(53.2) 

$(5.3) 

$(1.9) 

$0.43 

• Percent  change  from 
previous  year 

(3.6%) 

(1103%) 

(179%) 

(542%) 

N/A 

Revenue  per  employee 

$174,369 

$70,363 

N/A 

N/A 

N/A 

Earnings  (loss)  per  share 

$(1.40) 

$(1.78) 

$(0.26) 

N/A 

N/A 

• Percent  change  from 
previous  year 

21% 

(585%) 

N/A 

N/A 

N/A 

Source:  PSINet  Inc. 


Source  of  Revenue  by  Product/Service 

The  majority  of  PSINet’s  1996  revenue  was 
derived  from  Internet  access  services.  In 

1995,  approximately  87%  ($33.7  million)  of 
PSINet’s  revenue  was  derived  from  Internet 
access  services  and  13%  ($5  million)  from 
software  products  (due  to  the  acquisitions  of 
InterCon  Systems  and  Software  Ventures). 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1997  was  $55.1  million,  up  38%  from  $39.8 
million  during  the  same  period  in  1996.  Net 
losses  were  $20.6  million,  compared  to  net 
losses  of  $25.8  million  for  the  same  period  in 

1996. 


Market  Financials 

PSINet’s  revenue  is  derived  from  providing 
Internet  access,  services,  and  products  to 
organizations  and  individuals. 

Clients  are  in  aerospace,  finance, 
communications,  computer  data  processing, 
and  related  industries,  and  include 
governmental  agencies,  educational  and 
research  institutions,  and  other  Internet 
service  providers  (ISPs). 
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Geographic  Markets 

The  majority  of  PSINet’s  1996  revenue  was 
derived  from  the  U.S.  In  1995,  about  90%  of 
the  company’s  revenue  was  derived  from  the 
U.S. 

Key  Products  and  Services 

PSINet  Services 

PSINet  offers  a range  of  Internet  access 
options  and  related  services  in  a variety  of 
prices  designed  to  meet  the  needs  of  its 
organizational  and  individual  customers. 

The  company’s  Internet  services  are  designed 
to  meet  the  requirements  of  commercial, 
educational,  and  governmental  organizations 
that  link  their  computers,  LANs,  and 
information  servers  to  the  Internet. 

Internet  Services 

Principal  Internet  services  for  organizations 
include  the  following: 

• InterFrame  enables  direct,  high-speed, 
continuous  connection  of  an  organization’s 
LAN  to  the  PSINet  network  and  the 
Internet  using  the  customer’s  dedicated 
circuits  at  speeds  from  56  kbps  to  3 mbps. 
Monthly  service  charges  range  from  $295  to 
$3,795. 

• LAN-on-Demand  provides  customer- 
initiated  TCP/IP  connectivity  and  access  to 
the  Internet  linking  customers’  LANs  to  the 
PSINet  network.  Monthly  service  charges 
range  from  $145  to  $295,  depending  on  the 
speed  of  service  offered. 

• UUPSI  is  PSINet’s  basic  introductory 
service  that  links  organizational  customers’ 
LANs  and  hosts  to  the  PSINet  network  and 
the  Internet  through  dial-up  connections  at 
speeds  of  up  to  28.8  kbps.  It  provides 
customers  with  e-mail,  USENET  news,  and 


file  transfer.  The  monthly  service  charge  is 
$50. 

• InterMAN  provides  direct  connectivity  of  a 
customer’s  LAN  at  speeds  of  1.54  mbps  to  45 
mbps  by  using  the  high-bandwidth,  fiber 
optic  SMDS  switching  fabric  available  in 
many  metropolitan  areas.  This  service 
provides  direct  access  to  many  Internet 
applications,  such  as  USENET  news,  video 
conferencing,  and  the  Web.  Standard 
monthly  service  charges  range  from  $1,200 
to  $12,000,  depending  on  the  speed  of  the 
service. 

• PSI  IntraNet  is  a turnkey  solution  that 
allows  private,  high-speed  continuous 
connection  of  an  organization’s  multiple 
sites  using  the  customer’s  dedicated  circuits. 
Security  policies  regulate  the  flow  of 
information  between  the  customer’s  private 
intranet  and  the  global  Internet.  Standard 
monthly  charges  range  from  $475  to  $2,750 
per  site. 

• PSINet  WebStart  is  PSINet’s  turnkey 
solution  for  corporate  customers  to  establish 
their  own  presence  on  the  Internet.  Charges 
range  from  $750  to  $1,250,  depending  on  the 
number  of  Web  pages  developed  and  the 
development  complexities. 

• PSIWeb  eCommerce  is  an  integrated 
electronic  commerce  solution  for  corporate 
customers,  using  CyberCash  payment 
services  and  Mercantec’s  SoftCart  shopping 
cart  software.  PSINet  eCommerce  enables 
the  company’s  customers  to  take  orders  over 
the  Internet  for  products  and  services  24 
hours  a day  without  geographic  and  time 
zone  restrictions.  Monthly  service  fees 
range  from  $95  to  $195,  in  addition  to  the 
PSIWeb  service  fees,  plus  1%  of  the  value  of 
transactions  processed. 
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Internet  services  targeted  to  individual 

subscribers  include  the  following: 

• InterRamp  Remote  Access  provides  direct 
and  unrestricted  access  to  the  full  range  of 
applications  available  on  the  Internet, 
including  e-mail,  file  transfer,  Web,  Mosaic, 
Gopher,  and  news  services,  and  is  designed 
to  accommodate  new  services  introduced  on 
the  Internet  in  the  future.  Standard 
monthly  charges  are  $29  for  unlimited 
analog  and  IB  ISDN  usage  and  $49  for 
unlimited  2B  ISDN  access. 

• Pipeline,  available  only  outside  the  U.S.,  is  a 
flexible  Internet  access  service  that  features 
easy  sign-up  and  a graphical  user  interface 
for  Windows-  or  Macintosh-based  personal 
computers.  It  employs  icons  and  basic 
commands  to  give  users  point-and-click 
access  to  a variety  of  Internet  services  and 
functions.  Standard  monthly  charges  are 
$19.95  for  unlimited  use  or  $5  for  five  hours 
and  $1.50  per  hour  for  use  over  the  five 
hours  of  basic  service. 

• PSIWeb  is  a World  Wide  Web  hosting  and 
design  service  targeted  at  publishers, 
advertisers,  retailers,  and  other 
organizational  customers.  It  is  a 
multimedia  Web  service.  Standard  monthly 
service  charges  range  from  $99  to  $3,095, 
depending  on  the  disk  storage  space  used. 
The  top  speed  of  the  service  offered  will  add 
$500  to  $3,000  to  these  base  charges. 

Security  Services 

PSINet  security  services  include  the  following: 

• RouteWaller  is  PSINet’s  managed  Internet 
security  service,  designed  to  permit  general 
access  to  public  sections  of  the  customer’s 
network  but  to  permit  only  authorized  users 
access  to  the  private  sections  of  the 
customer’s  network. 


• Gauntlet  is  a gateway  firewall  sublicensed 
by  the  company  from  Trusted  Information 
Systems,  Inc.  that  includes  hardware, 
security  software,  and  on-site  installation 
and  24-hour  management  by  PSINet’s 
Security  Planning  and  Response  Team 
(SPART). 

• SecureEnterprise  is  a managed  security 
service  for  business  customers  connecting 
private  networks  to  the  Internet  provided  by 
SPART.  It  is  an  integrated  solution  that 
includes  security  systems,  security  policy 
consulting,  installation,  and  24  x 7 remote 
monitoring,  management,  and  event  log 
reporting  by  SPART. 

Value-Added  Services 

PSINet  recently  began  to  offer  productivity- 
enhancing services  and  products,  including 

the  following: 

• The  PSINet  Internet  Paper  service  supports 
distribution  of  documents  over  the  Internet. 
This  service  enables  document  delivery  to  be 
more  efficient  and  allows  organizations  to 
integrate  fax  communication  into  their 
information  systems  infrastructure. 
Standard  monthly  service  charges  range 
from  $50  to  $200,  depending  on  the 
frequency  of  use  of  the  service. 

• The  InterFrame  FasTrack  service  is  an 
enhancement  to  PSINet’s  dedicated-access 
InterFrame  service.  Through  InterFrame 
FasTrack,  PSINet  offers  customers  LAN-on- 
Demand  service  on  an  interim  basis  until 
the  dedicated  circuit  for  their  InterFrame 
service  is  ready.  Charges  for  this  service 
range  from  a basic  charge  of  $390  to  $490, 
depending  on  the  connection  speed  of  service 
offered. 
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PSINet  Software 

As  a result  of  its  acquisitions  of  InterCon 
Systems  and  Software  Ventures,  PSINet 
offers  its  own  Internet  software  applications 
for  Windows  and  Macintosh  personal 
computers. 

Software  products  targeted  at  organizations 
include  the  following: 

• TCP/Connect  4 for  Windows  and  Macintosh 
provides  worldwide  Internet  InterCon 
Systems  connectivity  on  LANs.  It  contains  a 
Web  browser,  e-mail  application,  file 
transfer  application,  network  news,  and 
terminal  emulation. 

• NFS/Share  provides  Macintosh  users  with 
storage  and  file-sharing  capabilities  for  the 
network. 

• InterServer  Publisher  is  a Macintosh-based 
Internet  server  package  that  provides  small 
and  medium-sized  businesses  with  a 
turnkey  solution  for  establishing  a Web  site 
and  publishing  on  it. 

• InterPPP  II  is  a multiplatform  software 
solution  for  use  with  Macintosh  personal 
computers  that  permits  remote  users  to 
establish  access  to  networks  that  support 
point-to-point  protocol  (PPP). 

Software  products  targeted  to  individuals 
include  the  following: 

• Internet  Valet  installs  and  configures  the 
software  necessary  to  make  Windows  and 
Macintosh  personal  computers  Internet- 
ready.  It  includes  a Web  browser,  an  e-mail 
application,  a news  service,  and  a search- 
and-retrieve  application. 

• Microphone  is  an  Internet  access  software 
application  for  Windows  and  Macintosh 
personal  computers  that  contains  a user 


interface,  file  transfer  application,  private 
bulletin  board  system,  terminal  emulation, 
and  other  features. 

The  PSINet  Network 

Comprised  of  approximately  350  POPs  as  of 
March  14,  1997,  the  PSINet  network  provides 
customer  access  to  the  Internet  in  the  U.S., 
Canada,  Europe,  and  Asia  through  dedicated 
phone  lines  or  by  calling  a local  telephone 
number  (dial-up)  through  a modem  to  the 
nearest  PSINet  POP. 

Once  the  customer  is  connected,  the  traffic  is 
routed  through  the  network  infrastructure  to 
the  desired  Internet  location,  whether  on 
PSINet’s  network  or  elsewhere  on  the 
Internet. 

Marketing  and  Sales 

In  June  1997,  in  order  to  help  manage  growth, 
PSINet  U.K.  moved  from  a traditional  field 
sales  approach  to  an  exclusively  inside-sales 
force. 

• The  company  increased  its  sales  personnel 
headcount  by  16  over  the  past  few  months. 

PSINet  U.K.  also  established  a new  channel 
program  and  formed  partnerships  with 
leading  VARs  such  as  Computacenter  and 
Morse,  and  a number  of  niche  companies  like 
InteResource. 

In  April  1996,  PSINet  announced  a revised 
marketing  strategy  to  service  the  rapidly 
changing  and  increasingly  competitive 
consumer  Internet  on-line  and  professional 
marketplace  with  the  introduction  of  a new 
consumer  service  catering  to  Internet 
customers  who  are  both  experienced  computer 
users  and  Internet  veterans. 
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Clients 

As  of  March  14,  1997,  PSINet  had 
approximately  19,500  corporate  clients. 

A sample  of  clients  includes  American 
Airlines,  Cascade  Communications,  Fairchild 
Space  & Defense,  Motorola,  Magnavox,  PBS, 
the  Peace  Corps,  Sybase,  US  Robotics,  and 
Xerox. 

Alliances 

PSINet  has  established  relationships  with 
various  vendors  in  related  industries  to 
enhance  and  improve  the  company’s  service 
offerings  and  the  PSINet  network.  Recent 
alliances  include  the  following: 

In  July  1997,  PSINet  announced  that  it  had 
signed  a 20-year  agreement  with  Austin  (TX)- 
based  IXC  Communications,  Inc.  to  acquire 
the  right  to  use  10,000  OC-48  equivalent  route 
miles  of  fiber  bandwidth  in  exchange  for  a 
20%  stake  in  PSINet. 

• OC-48  fiber  carries  the  equivalent  of  2.4 
billion  bits  per  second,  approximately  50 
times  faster  than  typical  backbone  speeds  of 
T3  currently  in  use  on  the  Internet. 

• In  connection  with  the  agreement,  IXC’s 
chairman,  president,  and  CEO,  Ralph  J. 
Swett,  will  join  the  PSINet  board  of 
directors. 

• PSINet  also  signed  a long-term  reselling 
agreement  with  IXC,  whereby  PSINet  will 
sell  its  Internet  access  and  value-added 
services  through  IXC. 

In  June  1997,  PSINet  and  Viatel,  Inc.,  a long- 
distance telecommunications  provider, 
announced  a pan-European  co-marketing 
partnership  to  expand  and  facilitate  Internet 
access  to  corporate  clients  in  key  mainland 
European  markets. 


• According  to  the  terms  of  the  agreement, 
Viatel  will  provide  PSINet  with  access  to 
high-speed  managed  bandwidth  circuits, 
dial-up  access  facilities,  and  managed 
services  in  selected  European  cities. 

• This  alliance  provides  PSINet  with  the 
opportunity  to  target  Viatel’s  small  and 
medium-sized  enterprise  customers  (SME). 

In  May  1997,  nine  of  the  nation’s  major  ISPs 
announced  the  formation  ofIOPS.ORG,  a 
group  of  ISPs  dedicated  to  making  the 
commercial  Internet  more  reliable. 

• The  companies  will  focus  on  resolving  and 
preventing  network  integrity  problems, 
addressing  issues  that  require  technical 
coordination,  and  technical  information 
sharing  across  and  among  ISPs. 

• The  founders  include  ANS  Communications, 
AT&T,  BBN  Corporation,  Earth  Link 
Network,  GTE,  MCI,  NETCOM,  PSINet, 
and  UUNET. 

In  December  1996,  PSINet,  Proteon,  and  Tech 
Data  formed  an  alliance  to  bring  complete 
Internet  access  packages  to  resellers. 

Also  in  December  1996,  PSINet  teamed  with 
NetCentric  to  introduce  PSINet  Internet 
Paper. 

Other  select  relationships  include  the 
following: 

• CyberCash  and  PSINet  have  formed  an 
alliance  to  provide  PSIWeb  customers  with  a 
payment  system  for  processing  transactions 
electronically. 

• Mercantec,  Inc.  and  PSINet  have  formed  an 
alliance  to  provide  PSIWeb  eCommerce 
customers  with  Mercantec’s  SoftCart 
shopping  cart  software,  which  offers  a 
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solution  for  incorporating  an  on-line  “virtual 
storefront”  within  the  customer’s  Web  site. 

• Mpath  Interactive  and  PSINet  have  formed 
an  alliance  to  bring  interactive  applications 
to  the  Web  through  PSINet’s  network. 

• PSINet  has  a master  reseller  contract  with 
XLConnect  Solutions,  Inc.  whereby 
XLConnect  recruits  and  provides  direct 
sales  support  to  resellers  of  PSINet’s 
connectivity  services.  There  are  currently 
more  than  100  value  added  resellers  in  the 
XLConnect  VAR  program. 

PSINet  also  has  alliances  with  Hansol 
Telecom  of  South  Korea,  NetManage, 
VocalTec,  Microprose  Software  Studio, 
TenFour  E-Mail  Gateway,  Quarterdeck  Iware 
Connect,  and  Proteon  Globetrotter  Router. 


Competition 

PSINet  competes  with  the  following  categories 

of  companies: 

• Other  Internet  access  providers — NETCOM 
On-Line  Communications  Services, 
MFS/UUNET  Technologies,  and  Bolt 
Beranek  & Newman,  Inc. 

• Telecommunications  companies — AT&T 
Corp.,  MCI  Communications  Corp., 
WorldCom,  Inc.,  Sprint,  the  regional  Bell 
operating  companies,  and  various  cable 
television  companies 
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CEO: 

President: 

6450  Via  Real 
Carpinteria,  CA 
Phone: 

Fax: 


Karl  F.  Lopker 
Pamela  Meyer  Lopker 

93013 

(805)  684-6614 
(805)  684-1890 


Status:  Private 

Employees:  450 

Revenue:  $84,000,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• QAD  Inc.  develops,  markets  and  supports 
integrated  manufacturing,  distribution  and 
financial  applications  software. 

• MFG/PRO,  QAD’s  application  software 
product,  has  multi-site,  multi-national, 
multi-currency,  and  multi-language 
capabilities  and  supports  process,  batch 
process,  repetitive,  make-to-stock  and 
configure-to-order  manufacturing 
environments. 


• QAD  is  well  positioned  to  take  advantage  of 
the  trend  toward  open  systems  in  the 
discrete  and  process  manufacturing  sectors. 

• The  company  continues  to  focus  on 
international  markets  and  currently  offers 
QAD  products  in  23  languages. 

• In  July  1994,  QAD  formed  a new  Japanese 
subsidiary  in  an  effort  to  expand  its 
international  presence. 

Company  Description 

QAD  Inc.,  founded  in  1979,  develops,  markets 
and  supports  integrated  manufacturing, 
distribution,  and  financial  applications 
software.  The  company’s  primary 
product — MFG/PRO™ — is  targeted  to  discrete, 
assemble-to-order,  make-to-stock,  repetitive, 
and  process  manufacturing  environments. 
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Organization  and  Structure 

Headquartered  in  Carpinteria  (CA),  QAD  has 
direct/sales  support  offices  in  Atlanta  (GA); 
Boston  (MA);  Chicago  (IL);  Dallas  and 
Houston  (TX);  Grand  Rapids  (MI);  Los 
Angeles,  San  Jose  and  Santa  Barbara  (CA); 
Mt.  Laurel  (NJ);  Phoenix  (AZ);  Portland  (OR); 
and  Toronto  (Canada). 

International  direct  sales/support  offices  are 
in  Amsterdam,  Berlin,  London,  Paris,  Hong 
Kong,  Sydney,  Melbourne  and  Japan.  QAD 
covers  60  countries  with  the  help  of  agents 
and  systems  integration  companies. 

In  1994,  QAD  expanded  its  international 

operations  by  forming  a new 

subsidiary — QAD. Japan  K.K. — in  Yokohama 

(Japan). 

Company  Strategy 

QAD’s  principal  strategic  focus  is  the 
penetration  of  international  markets  utilizing 


a product  set  that  was  designed  with  an  open 
system  architecture.  This  open  design  has 
given  QAD  a lead  over  competitors  that  are 
investing  heavily  to  re-engineer  their 
products. 

QAD  is  expanding  rapidly  and  plans  to  grow 
its  employee  base  by  about  25%  during  1995 
Expansions  are  planned  in  North  America, 
Asia-Pacific,  Europe.  Africa  and  Latin 
America. 

QAD  management  anticipates  its  newly 
formed  Japanese  subsidiary  will  contribute 
approximately  $30  million  (20%  of  total 
revenue)  by  1998. 

Financials 

QAD’s  1994  revenue  was  approximately  $84 
million,  a 46%  increase  from  1993  revenue  of 
$58  million.  A three-year  source  of  summary 
follows: 


QAD  Inc. 


Three-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


- 

Fiscal  Year 

Item 

1994 

1993 

1992 

Revenue 

$84 

$58 

$34 

• Percent  change  from 
previous  year 

46% 

71% 

84% 

Revenue  Analysis  by  Product/ Service 
Approximately  90%  of  QAD’s  revenue  is 
derived  from  applications  software  products 
and  10%  from  associated  professional  services. 

Market  Financials 

One  hundred  percent  of  QAD’s  revenue  is 
derived  from  the  manufacturing  and 
distribution  industries. 


Primary  businesses  in  this  market  include: 

• Electronics 

• Industrial  Products 

• Consumer  Packaged  Goods 

• Automotive 

• Food  and  Beverage 

• Medical/Pharmaceutical 


Page  2 of  5 


©INPUT  1995  Reproduction  prohibited. 


QAD  Inc. 
April  1995 


INPUT  Vendor  Profile 


Geographic  Markets 

Approximately  55%  of  QAD’s  1994  revenue 
was  derived  from  North  America,  30%  from 
Europe  and  15%  from  the  Asia/Pacific  region. 

Employees 

As  of  December  31,  1994  the  company  had 
approximately  450  employees  segmented  as 
follows: 


Marketing  and  sales 200 

Customer  support 30* 

Research  and  development 150 

Computer  operations 40 

General  and  administrative 30 

Total 450 


• In  addition,  QAD  has  hundreds  of  MFG/PRO 
certified  partners  that  provide  customer 
support. 

Key  Products  and  Services 

Products 

QAD’s  primary  product  is  the  MFG/PRO.  It  is 
an  integrated  manufacturing,  distribution, 
customer  service  and  financial  software 
product  that  addresses  the  entire 
manufacturing  spectrum,  from  repetitive  to 
configure-to-order. 

• MFG/PRO  is  written  in  the  PROGRESS 
fourth-generation  language  and  is  available 
for  ORACLE  or  PROGRESS  relational 
database  system  and  has  a built-in  report 
writer  to  ease  customization. 

• The  product  has  multi-site,  multi-currency, 
and  multi-language  capabilities  and 
supports  process,  batch  process,  repetitive, 
make-to-stock,  and  configure-to-order 
manufacturing  environments. 


• MFG/PRO  runs  on  all  operating  systems, 
networks,  and  hardware  supported  by 
PROGRESS. 

MFG/PRO  is  available  in  modules  sold 
separately  or  as  a complete  system  as  follows 

Base  Module: 

- Items/Products 

- Addresses 

- Manager  Functions 

Distribution  Modules: 


- Inventory  Control 

- Lot  Traceability/Serial  Tracking 

- Physical  Inventory 

- Purchasing 

- Sales  Orders/Invoices/Analysis 

- Sales  Quotations 

- Features  and  Options 

- Sales  Analysis 

- Service/Repair  Orders 

Manufacturing  Modules: 

- Product  Structures 

- Routings/Work  Centers 

- Work  Orders 

- Shop  Floor  Control 

- Repetitive 

- Formula/Process 


Planning  Modules: 

- Product  Line  Plan 

- Resource  Plan 

- Forecasting 

- Master  Schedule  Plan 

- Material  Requirements  Plan 

- Capacity  Requirements  Plan 
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Financial  Modules: 

- General  Ledger 

- Multiple  Currency 

- Accounts  Receivable 

- Accounts  Payable 

- Payroll 

- Cost  Simulation 

MFG/PRO  is  compatible  with  SCO  UNIX;  PC- 
MS/DOS;  XENIX;  DEC  VAX/VMS;  ULTRIX; 
HP  9000/HP-UX;  NCR  Tower;  AT&T  UNIX 
System  V;  IBM  RS/6000/AIX;  Pyramid; 
Solbourne;  Sequent;  Sun  and  Unisys.  QAD 
has  approximately  1,850  units  of  MFG/PRO 
installed  with  customers  worldwide,  as 
compared  to  about  1,350  a year  ago. 

Support  Services 

QAD  and  its  distributors  provide  telephone 
support  for  MFG/PRO  users.  QAD  specialists 
provide  consulting  services  and  assistance  in 
the  implementation,  installation,  planning 
and  customization  specifications  for 
MFG/PRO. 

The  company  offers  training  classes  that 
provide  an  overview  of  the  products.  Classes 
are  offered  at  QAD’s  regional  offices  on  a 
regular  basis.  In  addition,  the  company  also 
provides  on-site  classes  that  may  be  tailored 
to  the  specific  needs  of  clients. 

Clients 

QAD  has  over  1,900  installations  at  client 
sites  in  61  countries. 

Representative  clients  include  AT&T,  Black  & 
Decker,  Coca-Cola,  Johnson  & Johnson, 

Philips  Electronics,  Raychem  Corporation, 
Schlumberger  and  Unilever. 

Marketing  and  Sales 

QAD  markets  its  products  worldwide,  through 
its  direct  sales  force  made  up  of  about  200 


employees.  In  addition,  the  company  serves 
over  60  countries  with  the  help  of  distributors, 
agents  and  systems  integration  companies. 

QAD’s  primary  channels  of  distribution 
include: 

• Americas — The  company  has  direct  sales 
and  support  offices  in  Atlanta,  Baltimore, 
Carpinteria,  Chicago,  Grand  Rapids, 
Houston,  Long  Beach,  Minneapolis, 
Mississuga  (Canada),  Mt.  Laurel  (NJ)  and 
San  Jose.  In  addition,  QAD  has  distributors 
in  6 countries. 

• Europe — Direct  sales  and  support  offices  are 
located  in  Amsterdam,  Barcelona, 

Frankfurt,  London,  Paris  and  Sweden. 
Distributors  are  based  in  33  countries. 

• Asia/Pacific — QAD  has  direct  sales  and 
support  offices  in  Hong  Kong,  Shanghai, 
Singapore,  Sydney  and  Yokohama,  and 
distributors  in  12  countries. 

Competitors 

QAD’s  major  competitors  include  SAP, 
MARCAM,  Oracle  and  J.D.  Edwards. 

INPUT  Assessment 

QAD’s  major  strengths  include: 

• Total  global  supply  chain  solutions 

• Quality  product  with  rich  functionality 

• High  customer  acceptance 

• High  growth  rate,  year-over-year 

Challenges  for  the  company  over  the  coming 
year  include: 

• Being  able  to  sustain  the  growth  the 
company  has  experienced  over  recent  years 


Page  4 of  5 


©INPUT  1995  Reproduction  prohibited. 


QAD  Inc. 
April  1995 


INPUT  Vendor  Profile 


• Bring  in  management  that  will  grow  the 
company  and  successfully  expand  its 
international  operations 

• Enhance  existing  products  and  introduce 
new  products 
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QUALCOMM  Incorporated 


Chairman  & CEO:  Irwin  Mark  Jacobs 
President:  Harvey  P.  White 

6455  Lusk  Boulevard 
San  Diego,  CA  92121-2779 
Phone:  (619)587-1121 

Fax:  (619)  587-8276 

Internet:  Http://www.qualcomm.com 


Status:  Public 

Employees:  3,167  (9/95) 

Revenue:  $386,612,000 

Fiscal  Year  End:  9/24/95 


Key  Points 

• QUALCOMM  is  a leader  in  digital  wireless 
communications  technologies. 

• During  the  second  quarter  of  fiscal  1996,  the 
FCC  issued  a license  to  Globalstar  L.P.,  a 
joint  venture  between  QUALCOMM,  Loral, 
and  other  companies,  to  construct,  launch, 
and  operate  a low-earth-orbit  (LEO)  satellite 
system. 

• In  January  1996,  QUALCOMM  and  SONY 
Electronic  began  to  jointly  market  and  sell 


wireless  CDMA  portable  phones  in  the  U.S. 
This  agreement  is  intended  to  leverage 
QUALCOMM’s  technology  and  SONY’s 
consumer  product  expertise. 

• In  December  1995,  QUALCOMM  signed  its 
first  Globalstar  handset  licensee,  Orbitel 
Limited  Communications,  to  design, 
develop,  manufacture,  and  sell  dual-mode 
Globalstar/GSM  user  terminals. 

Company  Description 

QUALCOMM  develops,  manufactures, 
markets,  licenses,  and  operates  advanced 
communications  systems  and  products  based 
on  digital  wireless  technologies. 

QUALCOMM’s  principal  product  areas 
include  the  OmniTRACS®  system,  Code 
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Division  Multiple  Access  (CDMA)  wireless 
communications  systems  and  products,  and, 
through  a joint  venture,  the  development  of 
the  Globalstar™  low-earth-orbit  (LEO) 
satellite  communications  system. 

The  OmniTRACS  system  is  a two-way  mobile 
satellite  communications  and  tracking  system 
that  provides  messaging,  position  reporting, 
and  other  services  for  transportation 
companies  and  other  mobile  and  fixed-site 
customers. 

QUALCOMM  has  developed  a proprietary 
application  of  CDMA  technology  for  use  in 
mobile  and  fixed  wireless  communications 
systems. 

• The  company  develops,  licenses,  and 
manufactures  products  incorporating  its 
CDMA  technology  for  wireless  applications, 
including  the  cellular,  personal 
communications  services  (PCS),  and 
wireless  local  loop  (WLL)  markets.  CDMA 
provides  greater  capacity,  improved  quality 
and  reliability  compared  to  existing  analog 
cellular  systems. 

• In  1993,  the  Telecommunications  Industry 
Association  adopted  a North  American 
interim  standard  (IS-95)  for  cellular 
telecommunications  based  on 
QUALCOMM’s  CDMA  technology.  In  1995, 
the  company’s  CDMA  technology  was 
selected  as  a U.S.  digital  cellular  standard. 

• QUALCOMM’s  CDMA  technology  has  been 
chosen  for  commercial  implementation  in 
the  U.S.,  Canada,  Korea,  Hong  Kong, 
Singapore,  and  the  Philippines. 

• The  first  commercial  system  for  the  cellular 
market  began  operation  in  Hong  Kong  in 
the  fall  of  1995.  Commercial  systems  in  the 
U.S.  cellular  market  are  expected  to  begin 
operation  in  1996,  and  the  first  WLL  and 


PCS  commercial  systems  are  expected  to 
begin  operation  in  late  1996. 

The  company  also  develops  various  advanced 
digital  communications  products  and  services, 
ranging  from  high-definition  television 
(HDTV)  signal  processing  components  and 
very  large-scale  integrated  (VLSI)  circuits  to 
military  airborne  communications  systems, 
low-earth-orbit  (LEO),  and  geostationary 
satellite  communications  systems. 

QUALCOMM  was  founded  in  July  1985,  and 
became  a public  company  in  December  1991. 

Organization  and  Structure 

QUALCOMM  is  organized  into  four  primary 
business  divisions: 

• OmniTRACS  Division 

• CDMA  Wireless  Communications  Division 

• Communications  Systems  Division 

• Technology  Transfer  and  Strategic  Alliances 
Division 

In  addition  to  its  headquarters  in  San  Diego 
(CA),  the  company  has  domestic  offices  in 
Boulder  (CO),  Irving  (TX),  Kansas  City  (MO), 
Las  Vegas  (NV),  Norcross  (GA),  Salt  Lake 
City  (UT),  Sewickley  (PA),  and  Washington 
D.C. 

International  offices  are  located  in  Beijing 
(China),  Buenos  Aires  (Argentina),  Haifa 
(Israel),  and  New  Delhi  (India). 

In  September  1995,  QUALCOMM  formed  a 
subsidiary  in  Sao  Paulo  (Brazil)  to  promote 
the  implementation  of  QUALCOMM’s  CDMA 
technology,  and  to  help  position  the  company 
as  a future  supplier  of  wireless  infrastructure 
and  subscriber  products  to  South  America. 
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QUALCOMM  also  has  investments  in  several 
joint  ventures,  as  described  in  the  Alliances 
section: 

- ALCATEL  QUALCOMM,  S.A. 

- Globalstar  L.P. 

- Loral  QUALCOMM  Partnership,  L.P. 

- QUALCOMM  Personal  Electronics 

- Entel  Telfonia  Movil  S.A. 

- Shinsegi  Mobil  Communications  Co., 

Ltd. 

Company  Strategy 

QUALCOMM’s  strategy  is  to  be  a leading 
provider  of  digital  wireless  communications 
products  and  services  through  innovative 
systems  using  its  CDMA  technology.  Specific 
digital  wireless  communications  products  and 
services  include  digital  cellular  telephone 
service,  personal  communications  services 
(PCS),  wireless  local  loop  (WLL),  data 
services,  wireless  PBX  systems,  and  satellite- 
based  voice  and  data  communications  serving 
broad  geographic  areas. 

Elements  of  QUALCOMM’s  strategy  include: 

• Focusing  on  core  technologies — 
QUALCOMM  continues  to  place  a strong 
emphasis  on  obtaining  U.S.  and  foreign 
patents  and  other  protection  for  its 
technology.  Its  issued  patents  provide  broad 
coverage  for  the  OmniTRACS  system  and 
many  digital  wireless  applications  of  CDMA, 
including  satellite,  cellular,  cordless 
telephone,  PCS,  wireless  PBX,  and  WLL 
applications.  QUALCOMM  is  actively 
pursuing  the  international  WLL,  cellular, 
and  PCS  markets. 

• Leveraging  industry  partnerships — 
QUALCOMM  continues  to  establish 
industry  partnerships  with  domestic  and 
international  communications  companies, 
and  contracts  with  commercial  and 
government  entities  to  help  QUALCOMM 

QUALCOMM  Incorporated 
April  1996 


define,  fund,  and  validate  new  products  and 
services. 

• Engaging  in  product  manufacturing  and 
marketing — QUALCOMM  manufactures  its 
own  products  and  components  in  order  to 
facilitate  time-to-market  and  provide  a basis 
for  further  technology  innovations.  The 
company  also  markets  its  own  products  and 
components  in  order  to  benefit  financially 
from  direct  sales  and  service. 

• Establishing  a global  presence — 
QUALCOMM  forms  strategic  alliances  with 
major  telecommunications  companies 
possessing  significant  international 
presence  and  with  entities  that  have 
significant  presence  in  specific  markets. 

• The  company  also  plans  to  continue  to  make 
substantial  investments  in  research  and 
development  related  to  the  development  of 
CDMA  products  for  cellular,  PCS,  and  WLL 
applications. 

Financials 

Fiscal  1995  revenue  was  $386.6  million,  an 
increase  of  42%  over  fiscal  1994  revenue  of 
$271.6  million.  Net  income  was  $30.2  million 
in  fiscal  1995,  a 99%  increase  over  net  income 
of  $15.2  million  during  the  previous  year. 

A five-year  financial  summary  is  shown  on  the 
following  page. 

Revenue  growth  was  attributed  primarily  to 
the  following: 

• Increases  in  contract  services  revenue  from 
QUALCOMM’s  development  agreement 
with  Globalstar  L.P. 

• Increased  sales  of  OmniTRACS  products 
and  services 
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• Higher  license  and  development  fees  related 
to  additional  CDMA  licensing  and  CDMA 
component  sales 

Research  and  development  costs  were  $80.2 
million  (21%  of  revenue)  in  fiscal  1995, 
compared  to  $23.7  million  (9%  of  revenue)  in 
fiscal  1994. 


• Increases  were  attributed  to  increased 
efforts  toward  the  development  of 
commercial  CDMA  network  and  subscriber 
equipment,  continued  OmniTRACS  product 
development,  and  QuSAT  hub  and  terminal 
development. 


QUALCOMM  Incorporated 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$386.6 

$271.6 

$168.7 

$107.5 

$89.9 

• Percent  change  from 
previous  year 

42% 

61% 

57% 

20% 

93% 

Income  (loss)  before  taxes 

$39.9 

$17.3 

$13.1 

$(3.5) 

$(8.3) 

• Percent  change  from 
previous  year 

131% 

32% 

474% 

60% 

51% 

Net  income  (loss) 

$30.2 

15.2 

$12.1 

$(4.1) 

$(8.4) 

• Percent  change  from 
previous  year 

99% 

26% 

395% 

51% 

51% 

Earnings  (loss)  per  share 

0.53 

0.28 

$0.25 

$(0.10) 

$(0.27) 

• Percent  change  from 
previous  year 

89% 

12% 

350% 

60% 

54% 

Revenue  Analysis  by  Product  / Service 
Communications  systems  revenue  was  $247.0 
million  in  fiscal  1995,  a 27%  increase  over 
revenue  of  $194.0  during  fiscal  1994. 

Contract  services  revenue  rose  97%,  to  $95.2 
million,  from  $48.3  million  in  fiscal  1994. 
License  and  development  fees  for  fiscal  1995 
grew  to  $44.5  million,  a 52%  increase  over 
fiscal  1994  revenue  of  $29.3  million. 

A three-year  source  of  revenue  summary  is 
shown  on  the  following  page. 

• Communications  systems  revenue  is  derived 
primarily  from  the  sale  of  OmniTRACS 


products  and  services,  CDMA  subscriber 
equipment,  and  VLSI  chips  to  the 
telecommunications  market. 

• Communications  systems  revenue  growth  is 
attributed  to  higher  messaging  revenue  due 
to  the  expansion  of  the  installed 
OmniTRACS  base,  growth  in  OmniTRACS 
international  shipments,  and  sales  of  chips 
to  CDMA  licensees. 

• Contract  services  revenue  growth  resulted 
primarily  from  the  development  agreement 
with  Globalstar  L.P. 
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Management  attributes  license  and  number  of  new  CDMA  license  agreements 

development  fee  increases  primarily  to  a signed  in  fiscal  1995. 


QUALCOMM  Incorporated 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Communications  systems 

$247.0 

64% 

$194.0 

71% 

$123.8 

73% 

License  and  development  fees 

44.5 

11% 

29.3 

11% 

16.3 

10% 

Contract  services 

95.1 

25% 

48.3 

18% 

28.6 

17% 

Total 

$386.6 

100% 

$271.6 

100% 

$168.7 

100% 

Interim  Results 

Revenue  for  the  three-month  period  ending 
December  31,  1995  was  $146.6  million,  an 
increase  of  93%  over  revenue  of  $75.9  million 
during  the  same  period  the  previous  year. 

Net  income  rose  to  $10.1  million  during  the 
period,  a 70%  increase  over  net  income  of  $6.0 
million  during  the  same  period  the  previous 
year. 

Revenue  growth  was  attributed  primarily  to 
growth  in  CDMA  product  revenue,  higher 
license  and  development  fees,  increased 
contract  services  revenue  from  QUALCOMM’s 
development  agreement  with  Globalstar  L.P., 
and  increased  sales  of  OmniTRACS  products 
and  services. 

• Communications  systems  revenue, 
primarily  from  OmniTRACS  system  sales, 
CDMA  subscriber  and  infrastructure 
equipment  sales,  and  ASIC  sales  to  CDMA 
licensees  and  service  providers,  was  $88.7 
million,  an  increase  of  76%  over  the  same 
period  the  prior  year. 


• Contract  services  revenue  was  $32.2  million 
(22%  of  total  revenue),  compared  to  $18.1 
million  (24%  of  total  revenue)  during  the 
same  period  in  1994.  The  $14.1  million 
increase  was  almost  entirely  from  growth  in 
the  development  agreement  with  Globalstar 
L.P. 

• License  and  development  fees  for  the  three- 
month  period  rose  to  $25.7  million  from  $7.5 
million  during  the  corresponding  period  the 
previous  year,  primarily  from  increased 
CDMA  technology  licensing  and 
development  fees. 

Market  Financials 

QUALCOMM’s  OmniTRACS  customers  in 
North  America  are  primarily  in  the  long-haul 
trucking  industry  and  use  the  system  for  two- 
way  messaging  and  position  tracking. 
Domestic  revenue  from  OmniTRACS  is  from 
the  sale  of  terminals  and  related  application 
software  packages,  and  from  providing 
ongoing  messaging  and  maintenance  services 
to  OmniTRACS  users. 
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Internationally,  revenue  from  OmniTRACS 
includes  license  fees,  sales  of  network 
equipment  and  terminals,  and  fees  from 
engineering  support  services.  Messaging 
services  are  provided  by  service  providers  that 
operate  network  management  centers  for  a 
region,  under  licenses  granted  by 
QUALCOMM. 

Revenue  derived  from  the  company’s 
proprietary  CDMA  technology  has 
traditionally  been  from  license  and 
development  fees  and  contract  agreements 
with  domestic  and  international  wireless 
communications  equipment  suppliers,  service 
providers,  and  research  organizations. 

Since  fiscal  1994,  limited  revenue  has  been 
recognized  from  the  sales  of  demonstration 
systems  to  telecommunications  authorities 
and  companies.  During  fiscal  1995  and  the 
first  quarter  of  fiscal  1996,  increased  CDMA 
component  and  equipment  sales  has  occurred. 


In  the  future,  QUALCOMM  expects  to  derive 
increased  revenue  from  the  sale  of  CDMA 
subscriber  and  network  equipment 
manufactured  by  the  company,  the  sale  of 
CDMA  chip  sets  and  test  equipment  to 
licensees,  and  additional  license  fees  from 
royalties  from  sales  of  CDMA  equipment. 

Geographic  Markets 

Revenue  from  international  customers, 
exclusive  of  revenue  from  the  ALCATEL 
QUALCOMM  S.A.  joint  venture  that  sells 
OmniTRACS  products  in  Europe,  was 
approximately  $65.7  million  (17%  of  total 
revenue)  in  fiscal  1995,  $54.3  million  (20%  of 
revenue)  in  fiscal  1994,  and  $33.3  million 
(20%  of  revenue)  in  fiscal  1993. 

A three-year  geographic  source  of  revenue 
summary  is  shown  below. 


QUALCOMM  Incorporated 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S.  (a) 

$320.9 

83% 

$217.4 

80% 

$135.4 

80% 

Asia 

43.0 

11% 

33.3 

12% 

23.8 

14% 

Canada 

12.7 

3% 

13.6 

5% 

4.9 

3% 

Latin  America 

10.0 

3% 

7.3 

3% 

4.6 

3% 

Total 

$386.6 

100% 

$271.6 

100% 

$168.7 

100% 

(a)  Includes  revenue  of  $12.5  million,  $8.4  million,  and  $10.4  million  in  sales  to  ALCATEL  QUALCOMM,  S.A.  in 
fiscal  years  1995,  1994,  and  1993,  respectively. 
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Acquisitions 

In  January  1996,  QUALCOMM  acquired 
Indianapolis-based  McCormick  & Associates, 
a major  developer  of  software  products  for  the 
transportation  industry.  This  acquisition 
brings  key  assets  to  the  OmniTRACS 
division’s  existing  library  of  AS/400-based 
business  systems  software  and  integrated 
applications,  including  an  interface  with 
satellite-based  mobile  communications 
systems. 

Employees 

As  of  September  24,  1995,  QUALCOMM  had 
approximately  3,167  employees,  segmented  as 
follows: 

Engineering  and  engineering 


support 44% 

Manufacturing 29% 

Sales  and  marketing 7% 

Service  center  support 13% 

General  and  administrative 7% 


100% 

Key  Products  and  Services 

QUALCOMM  offers  products  and  services  in 
four  areas — CDMA  digital  technology, 
OmniTRACS  systems,  Eudora®  electronic 
mail,  and  communications  systems. 

CDMA  Digital  Technology 

QUALCOMM’s  CDMA  technology  competes 
primarily  with  U.S.  Time  Division  Multiple 
Access  (TDMA)  and  Global  Systems  for  Mobile 
(GSM)-based  communications  systems  to 
implement  digital  wireless  communications  in 
the  cellular,  PCS,  and  WLL  markets.  The 
company’s  CDMA  technology  provides 
improved  voice  quality  and  increases  capacity 
by  10  to  20  times  in  current  FM  analog 
cellular  systems. 

The  company  provides  CDMA  products  and 
systems  in  three  categories — infrastructure 


products,  subscriber  products,  and  CDMA 

ASICs. 

• Infrastructure  pi'oducts — QUALCOMM  is 
developing,  marketing,  and  manufacturing 
CDMA  cellular,  PCS,  and  WLL 
infrastructure  product  lines  that  provide  a 
complete  turnkey  solution  that  is  switch 
independent.  These  products  allow 
communication  between  mobile  equipment 
elements  within  the  system,  using 
Asynchronous  Transfer  Mode  (ATM)-based 
switching  with  communication  to  existing 
wireline  networks. 

- QCS-800  product  line — for  use  by  cellular 
service  providers  in  new  systems  or 
migrations  from  existing  wireless 
networks  to  CDMA 

- QCS-2000 — for  PCS  applications 

- QCTel — for  the  WLL  market,  primarily 
outside  the  U.S. 

• In  February  1996,  the  company  announced 
that  it  would  supply  Northern  Telecom 
(Nortel)  with  1900  MHz  digital 
infrastructure  equipment  and  RF  services  as 
part  of  Nortel’s  award  by  Sprint 
Telecommunications  Venture. 

• Subscriber  products — QUALCOMM’s  digital 
phones  provide  high-quality  CDMA 
performance  for  cellular,  PCS,  and  WLL.  As 
the  infrastructure  is  extended,  these  phones 
will  support  many  enhanced  features, 
including  caller  identification,  voice-mail 
notification,  circuit  and  packet-switched 
data  communications,  facsimile,  advanced 
paging,  simultaneous  voice/data 
transmission,  short  message  services,  and 
over-the-air  activation. 

- PureVoice™ — voice  coding  enhancement 
for  use  in  all  of  the  company’s  wireless 


QUALCOMM  Incorporated 
April  1996 


INPUT  1996  Reproduction  prohibited. 


Page  7 of  12 


INPUT  Vendor  Profile 


communications  applications,  including 
cellular,  PCS,  and  WLL 

- QCP-800 — a dual-mode  (analog/CDMA) 
portable  telephone  for  cellular  users 

- QCP-1900 — a portable  phone  for  PCS 
users 

- QCP-900 — a 900  MHz  dual-mode  digital 
cellular  phone  that  will  operate  in  both 
CDMA  and  TACS  modes.  This  product 
will  be  marketed  in  the  PRC  and  Hong 
Kong. 

- QCT-6000 — a full-featured  system  for 
WLL  applications,  including  voice,  fax, 
and  data  capabilities  for  use  in  business 
settings 

- QCT-1000 — subscriber  equipment  for 
WLL  applications  and  residential  or 
economical  small  business  use. 

Production  of  QCT-1000  began  in  January 
1996. 

- QCT-8000  Concentrated  Subscriber 
System — to  provide  low-cost  wireless 
communications  to  users  within  a cluster 

• CDMA  ASICs— QUALCOMM  designs  its 
chips  for  increased  functionality  with  fewer 
components,  reducing  the  size  and  overall 
cost  of  the  manufactured  product.  These 
chips  are  incorporated  into  the  company’s 
own  subscriber  and  infrastructure 
equipment,  and  are  also  sold  to  OEMs. 

- Mobile  Station  Modem — QUALCOMM’s 
third-generation  subscriber  chip  with  cost, 
space,  and  power  reduction 

OmniTRACS  Systems 

QUALCOMM’s  OmniTRACS  communications 
system  is  a wireless  system  that  provides 
transportation  companies  with  two-way  data 


messaging  and  position  reporting  services  via 

geosynchronous  satellites. 

• The  OmniTRACS  system  currently  operates 
in  the  U.S.,  Canada,  Europe,  Japan, 
Malaysia,  and  Mexico  on  leased  commercial 
Ku-band  or  C-band  satellite  transponders. 

• In  February  1996,  QUALCOMM  signed  an 
agreement  with  Samsung  America,  Inc. 
whereby  Samsung  is  to  be  the  exclusive 
distributor  of  OmniTRACS  systems  in 
Korea.  Implementation  has  begun  and 
completion  is  expected  by  mid- 1996. 

• The  OmniTRACS  system  also  supports  the 
use  of  the  U.S.  government-funded  Global 
Positioning  System  for  position  reporting  for 
systems  in  the  U.S.,  Japan,  Mexico, 
Malaysia,  and  Brazil. 

• OmniTRACS-related  products  and  services 
accounted  for  approximately  55%  of  the 
company's  total  revenue  in  fiscal  1995.  To 
date,  the  company  has  shipped  more  than 
147,000  OmniTRACS  units  worldwide. 

• The  OmniTRACS  system  allows  users  to 
monitor  the  en-route  location  of  their  entire 
fleet  through  mobile  terminals  consisting  of 
a keyboard  display,  a transceiver,  and  an 
antenna.  Messages  and  position  reports  are 
communicated  from  the  mobile  units  via 
satellite  to  the  system  hub  or  network 
management  center. 

• QUALCOMM  offers  complementary 
software  products  and  services  to  enhance 
the  functionality  of  the  OmniTRACS  system 
and  to  increase  messaging  unit  volume. 

- SensorTRACS — for  on-board  trip 
recording 

- JTRACS — for  vehicle  diagnostics  reporting 
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■ TrailerTRACS — for  trailer  identification 
and  load  status 

- QTRACS — for  message  formatting, 
tracking,  and  display 

- QUALCOMM  Decision  Support  System — 
for  operating  efficiency  and  fleet 
optimization 

- ETA  Out-of-Route — provides  out-of-route 
and  ETA  information 

- Business  Applications — for  dispatch  and 
other  operational  systems 

Eudora  Electronic  Mail 
Through  its  QUALCOMM  Enterprise 
Software  Technologies  (QUEST)  Group, 
QUALCOMM  provides  Macintosh,  Newton, 
and  Windows  versions  of  its  Internet-based 
electronic  mail  software  in  commercial  and 
freeware  versions. 

• Eudora  Pro — QUALCOMM’s  commercial 
version  provides  advanced  messaging 
capabilities  and  includes  spell  checking, 
user-definable  message  filtering,  native 
32-bit  support  for  Windows  95  and 
Windows  NT,  MAPI  support,  and  “hot 
link”  Web  page  capabilities  to  allow  users 
to  navigate  the  World  Wide  Web 

• Eudora  Light — QUALCOMM’s  entry-level 
E-mail,  provided  free  on  the  Internet.  In 
November  1995,  the  company  released  the 
Eudora  Light  for  the  Apple  MessagePad. 

• In  February  1996,  QUALCOMM  entered 
into  a licensing  agreement  with  IBM  to 
distribute  Eudora  Light  software  as  part 
of  an  IBM  Global  Network  total  package  of 
Internet-based  service  offerings.  This 
supports  QUALCOMM’s  commitment  to 
promote  open  communications  and 
multiple  clients. 


Communications  Systems 

QUALCOMM  develops,  manufactures, 
markets,  and  distributes  communications 
systems  and  components  for  use  in  a variety 
of  applications.  These  components  and 
systems  range  from  VLSI  circuits  and  HDTV 
signal  processing  components  to  military 
airborne  communications  systems  and  low- 
earth-orbit  and  geostationary  satellite 
communications  systems. 

• Globalstar — Low-earth-orbiting  (LEO) 
satellite  communications  system  being 
designed  and  constructed  by  Globalstar 
L.P.,  a joint  venture  between  QUALCOMM, 
Loral,  and  other  companies 

- The  Globalstar  system  is  to  be  a 
worldwide,  LEO  satellite-based  digital 
telecommunications  system  using 
QUALCOMM’s  CDMA  technology. 

- The  network  of  48  satellites  will  give  fixed 
and  mobile  users  access  to  the  information 
highway  for  voice  and  data  via  hand  held 
telephones. 

- Globalstar  is  intended  to  offer  low-cost, 
high-quality  voice  telephony  and  other 
digital  telecommunications  services  such 
as  data  transmission,  paging,  facsimile, 
and  position  location  to  areas  currently 
under-served  or  not  served  by  existing 
wireline  and  cellular  telecommunications 
systems. 

- In  December  1995,  QUALCOMM  signed 
its  first  Globalstar  handset  licensee, 
Orbitel  Limited  Communications,  to 
design,  develop,  manufacture,  and  sell 
dual-mode  Globalstar/GSM  user 
terminals. 

• QuSAT — ultra-small  aperture  satellite 
terminals  for  transaction-based  data 
applications  and  voice  communications  from 
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fixed  sites,  using  an  OmniTRACS/CDMA 
hybrid  technology.  The  QuSAT  system  is  a 
hub-based  system  being  designed  for  use  in 
transaction-based  data  exchanges,  including 
point-of-sale  and  credit  authorization 
transactions,  electronic  funds  transfer, 
database  inquiry  response,  E-mail,  process 
control,  and  monitoring  and  gaming 
applications. 

• VLSI  products — sophisticated  signal  system 
components  sold  in  the  electronics  industry, 
including  Viterbi  and  Trellis  decoders, 
speech  encoders,  direct  digital  synthesizers, 
and  phase-locked  loops 

• Government  services — an  encryption  system 
incorporated  into  the  CDMA  digital  system 
architecture  that  provides  an  additional 
level  of  security,  for  use  in  government 
applications 

• Electronic  Cinema — a technology  under 
development  featuring  the  digitization  and 
compression  of  35mm  film  for  electronic 
digital  delivery  of  movies  to  theaters 

Clients 

OmniTRACS  clients  include  Builders 
Transport,  Chemical  Lehman  Tank  Lines, 
Covenant  Transport,  C.R.  England,  Epes 
Carriers,  J.B.  Hunt  Transportation,  KLLM 
Transport  Services,  M.S.  Carriers,  North 
American  Van  Lines,  Roberts  Express, 
Schneider  National,  Werner  Enterprises,  B&P 
Trucking,  Inc.,  the  U.S.  Army,  and  Ozark 
Motor  Lines. 

Marketing  and  Sales 

QUALCOMM  sells  its  OmniTRACS  products 
primarily  through  its  direct  sales  force, 
including  software  systems  and  field 
engineering  support  personnel  in  five  regions 
throughout  the  U.S.  Outside  the  U.S., 
QUALCOMM  works  with  international 


telecommunications  companies  and  operators 
to  establish  OmniTRACS  operations  in  foreign 
markets. 

QUALCOMM  has  licenses  with  various 
manufacturing  companies  for  its  CDMA 
technology. 

VLSI  circuits  are  sold  through  direct  sales 
and  through  domestic  and  international  sales 
representatives. 

In  addition,  QUALCOMM  participates  in 
marketing  agreements  with  various  partners 
to  promote  and  sell  its  OmniTRACS  system 
and  CDMA  technology  products  and  services. 
Among  recent  agreements  are  the  following: 

• QUALCOMM  signed  an  agreement  in 
March  1996  with  Inter-Tel  Incorporated,  a 
provider  of  business  telephone  systems, 
telecommunications  software  applications, 
computer-telephony  integration  (CTI),  voice 
processing  software,  and  long-distance 
calling  services.  The  agreement  provides  for 
QUALCOMM  to  incorporate  Inter-Tel’s 
AXXESS  digital  platform  into  its  QCT-8000 
Concentrated  Subscriber  System.  The  QCT- 
8000  will  be  marketed  internationally  under 
QUALCOMM’S  QCTel  line  WLL 
infrastructure  and  subscriber  equipment. 

• In  February  1996,  QUALCOMM  entered 
into  a license  and  distribution  agreement 
with  Samsung  America,  Inc.  whereby 
Samsung  will  be  the  exclusive  distributor  of 
QUALCOMM’s  OmniTRACS  system  in 
Korea. 

As  previously  mentioned,  QUALCOMM  and 
Loral  plan  to  develop  and  commercialize 
Globalstar  through  their  partnership  with 
various  international  telecommunications 
services  providers. 
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Alliances 

QUALCOMM  has  a 34%  interest  in  a French 
joint  venture,  ALCATEL  QUALCOMM,  S.A.., 
which  sells,  markets,  and  services  its 
OmniTRACS  products,  services,  and 
communications  hub  equipment  in  Europe. 

• Alcatel  N.V.  holds  a 66%  interest  in  the  joint 
venture. 

• ALCATEL  QUALCOMM  has  primary 
responsibility  for  managing  and  supporting 
the  OmniTRACS  European  operations. 

• QUALCOMM  also  holds  a 40%  interest  in 
Alcatel  Mobicom,  the  OmniTRACS  service 
provider  for  the  Benelux  countries. 

QUALCOMM  holds  a 49%  interest  in  Loral 
QUALCOMM  Partnership,  L.  P.  (LQP),  a 
limited  partnership  with  Loral  Corporation 
and  AirTouch,  ALCATEL,  Alenia,  DACOM, 
Deutsche  Aerospace,  Hyundai,  and  Vidafone, 
a group  of  international  telecommunications 
companies. 

• This  limited  partnership  was  converted  in 
1994  from  a joint  venture  between 
QUALCOMM  and  Loral,  which  had  been 
formed  to  design  and  operate  a global 
satellite  communications  system  called 
Globalstar. 

Through  the  company’s  owmership  in  LQP,  it 
indirectly  owns  approximately  7.9%  of 
Globalstar  L.P.,  a limited  partnership  formed 
in  March  1994  to  develop,  own,  and  operate 
the  Globalstar  LEO  satellite-based  wireless 
communications  system. 

• Globalstar  uses  QUALCOMM’s  CDMA 
technology  and  consists  of  48  low-earth- 
orbit  (LEO)  satellites  using  satellite 
gateways  to  existing  terrestrial 
communication  systems. 


• During  fiscal  1995,  revenue  for  Globalstar 
L.P.  accounted  for  19%  of  QUALCOMM’s 
revenue. 

• Globalstar  L.P.  and  QUALCOMM  have 
entered  into  a four-year  development 
agreement  under  which  Globalstar  L.P.  will 
fund  QUALCOMM  to  design  and  develop,  by 
1998,  the  subscriber  equipment  and  ground 
communications  segments  of  the  Globalstar 
system. 

Through  one  of  its  subsidiaries,  QUALCOMM 
owns  51%  of  QUALCOMM  Personal 
Electronics  (QPE),  a joint  venture  formed  in 
1994  with  a subsidiary  of  SONY  Electronics, 
Inc.  QPE  develops  CDMA  subscriber 
equipment  for  cellular,  personal 
communications  services  (PCS),  and  other 
wireless  applications. 

In  1994,  QUALCOMM  acquired  a 20% 
interest  in  Entel  Telfonia  Movil  S.A.,  a joint 
venture  with  Empresa  Nacional  de 
Telecommunicaciones  S.A.,  a company  that 
provides  the  main  national  and  international 
long  distance  telecommunications  in  Chile. 

QUALCOMM  has  a 2.6%  interest  in  Shinsegi 
Mobil  Communications  Co.,  Ltd.,  a joint 
venture  with  a license  to  be  a second 
nationwide  cellular  carrier  in  Korea. 

In  December  1994,  QUALCOMM  entered  into 
a series  of  agreements  with  Northern  Telecom 
for  the  design,  development,  manufacture, 
and  sale  of  CDMA  network  equipment. 

QUALCOMM  has  also  entered  into  other 
agreements  for  domestic  and  international 
joint  ventures  to  provide  advanced 
communications  systems  and  products  based 
on  wireless  technology.  Effective  ownership 
interests  in  these  alliances  range  from  5%  to 
20%. 
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Competition 

The  principal  competition  to  the  OmniTRACS 
system  includes  firms  that  offer  two-way 
satellite  or  terrestrial-based  communications 
systems.  QUALCOMM  also  faces  potential 
competition  from  satellite  systems  services 
offered  by  American  Mobile  Satellite 
Corporation  and  its  value  added-service 
providers,  including  Rockwell. 

Further  potential  competition  for  the 
OmniTRACS  system  comes  from  Inmarsat,  an 
international  satellite  consortium  of  7 1 
member  nations  currently  providing  maritime 
and  aeronautical  satellite  communications 
worldwide.  Inmarsat  has  entered  the  land 
mobile  communications  market  in  areas 
outside  the  U.S.  and  is  seeking  authority  to 
enter  the  U.S.  market. 

The  OmniTRACS  system  may  also  experience 
competition  in  the  future  from  LEO  satellite 
communication  systems. 

Primary  competition  in  CDMA  technology 
comes  from  analog  and  digital  TDMA-based 
systems,  including  GSM  and  DCS  1900,  the 
GSM  implementation  for  PCS  in  the  U.S.,  and 
those  developed  by  AT&T,  Motorola,  Northern 
Telecom,  OKI  Electric,  Ericsson,  and  Hughes 
Network  Systems. 


INPUT  Assessment 

QUALCOMM’s  investment  in  the  Globalstar 
L.P.  limited  partnership  is  progressing  well, 
and  the  company  signed  its  first  Globalstar 
handset  licensee  in  December  1995. 

QUALCOMM’s  CDMA  technology  has  been 
designed  to  meet  the  increasing  requirements 
of  wireless  communications — including 
supplying  larger  capacity,  greater  in-building 
coverage,  improved  and  consistent  quality, 
and  portable  telephones  with  longer  talk 
times — at  low  cost.  QUALCOMM’s  technology 
is  well-position  to  provide  wireless  access  to 
the  broadening  information  highway. 

In  addition  to  providing  QUALCOMM  with 
revenue  opportunities,  the  company’s 
marketing  alliance  with  Sony  also  presents 
opportunities  to  learn  from  Sony  and  improve 
QUALCOMM’s  own  consumer  product 
expertise. 
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QUALITY  SYSTEMS,  INC. 

17822  East  17th  Street 
Tustin,  CA  92680 
(714)  731-7171 


Sheldon  Razin,  Chairman  and  President 
Public  Corporation,  NASDAQ 
Total  Employees:  122  (6/92) 

Total  Revenue,  Fiscal  Year  End 
3/31/92:  $11,710,200 


The  Company 


Quality  Systems,  Inc.  (QSI),  founded  in  1974,  provides  IBM-based 
turnkey  systems  primarily  to  medical  and  dental  group  practices. 
QSI  is  an  IBM  Industry  Remarketer  Business  Partner. 

• During  fiscal  1989,  QSI  underwent  an  extensive  research  and 
development  effort  to  port  its  medical  and  dental  management 
software  code  from  the  MICOS  to  the  AIX  operating  system, 
IBM's  version  of  UNIX.  By  the  end  of  fiscal  1989,  QSI  had 
introduced  a family  of  IBM  RT/UNIX-based  systems  capable  of 
supporting  one  to  several  hundred  terminals. 

• Fiscal  1990  was  a year  of  transition  for  QSI,  as  it  continued  the 
introduction  of  its  family  of  IBM  UNIX-based  systems;  expanded 
its  marketing  and  sales  operations  by  adding  sales  personnel  and 
developing  new  marketing  programs  for  these  new  systems;  and 
completed  development  of  certain  system  enhancements  and 
upgrades.  Primarily  as  a result  of  this  transition,  costs  and 
expenses  increased  from  65%  of  total  revenue  in  fiscal  1989  to 
71%  of  revenues  for  fiscal  1990. 

■ During  the  second  quarter  of  fiscal  1991,  QSI  successfully 
integrated  the  new  family  of  IBM  RS/6000  systems  into  its 
medical  and  dental  product  lines. 

QSI's  fiscal  1992  revenue  was  $11.7  million,  an  11%  decrease  from 
fiscal  1991  revenue  of  $13.1  million.  Net  losses  were  $199,000, 
compared  to  net  losses  of  $352,000  for  fiscal  1991.  A five-year 
financial  summary  follows: 
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QUALITY  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

3/89 

3/88 

Revenue 

$11,710 

$13,125 

$9,623 

$8,806 

$9,825 

• Percent  change 
from  previous  year 

(11%) 

36% 

9% 

(10%) 

2% 

Income  (loss)  before  taxes 
• Percent  change 

$(199) 

$(352) 

$(1,228) 

$(749) 

$(95) 

from  previous  year 

43% 

71% 

(64%) 

(688%) 

(112%) 

Net  income  (loss) 

$(199) 

$(352) 

$(850) 

$(314) 

$(203) 

• Percent  change 
from  previous  year 

43% 

59% 

(171%) 

(55%) 

(139%) 

Earnings  (loss)  per  share 

$(0.05) 

$(0.08) 

$(0.20) 

$(0.07) 

$(0.05) 

• Percent  change 
from  previous  year 

38% 

60% 

(186%) 

(40%) 

(142%) 

Revenue  declines  during  fiscal  1992  were  attributed  to  a 22% 
decline  in  sales  from  turnkey  systems  and  supplies  due  to  the  overall 
weak  economy  and  uncertainty  in  the  health  care  marketplace 
regarding  changing  governmental  regulations. 

• Revenues  from  maintenance  and  support  services  increased  12% 
during  the  year. 

• Costs  of  products  and  services  decreased  from  67%  of  revenue  in 
fiscal  1991  to  64%  of  revenue  in  fiscal  1992,  primarily  reflecting  a 
higher  proportion  of  higher  margin,  large  system  sales. 

• Research  and  development  expenditures  increased  from 
$895,000  in  fiscal  1990  to  $961,000  in  fiscal  1991  and  over  $1.1 
million  in  fiscal  1992  as  the  company  continued  to  enhance  the 
functionality  and  flexibility  of  its  systems. 

QSI  competitors  in  the  group  medical  practice  area  include  CyCare, 
IDX,  and  Medic.  In  the  dental  group  practice  area,  competition 
comes  from  various  smaller  firms,  including  AlphaHealthCare, 
International  Computer  Systems,  and  Sytar. 
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Key  Products  and  Approximately  60%  of  QSI's  fiscal  1992  revenue  was  derived  from 
Services  turnkey  systems,  upgrades,  and  supplies,  and  40%  from 

maintenance  and  associated  support  services.  A three-year 
summary  of  source  of  revenue  follows: 


QUALITY  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Turnkey  systems, 
upgrades,  and 
supplies 

$6,972 

60% 

$8,844 

67% 

$5,165 

54% 

Maintenance  and  other 

4,738 

40% 

4,281 

33% 

4,458 

46% 

TOTAL 

$11,710 

100% 

$13,125 

100% 

$9,623 

100% 

QSI  currently  markets  and  supports  UNIX-based  medical  and 
dental  group  practice  management  systems. 

• QSI's  proprietary  software  includes  applications  for  patient 
information,  patient  appointment  scheduling,  third-party 
reimbursement  reporting,  billing,  insurance  claim  form 
processing  and  reporting,  electronic  insurance  claim  processing, 
income  allocation,  word  processing,  and  general  accounting.  QSI 
also  integrates  various  third-party  software  packages. 

• The  hardware  configuration  of  a typical  system  consists  of  an 
IBM  central  processing  unit,  a disk  drive,  a magnetic  tape  unit, 
video  display  terminals,  one  or  more  printers,  and 
telecommunications  equipment.  The  systems  are  modular  in 
design  and  may  be  expanded  in  capacity  from  one  to  hundreds  of 
video  display  units,  depending  on  the  needs  of  the  user. 

• QSI  currently  has  over  500  systems  installed  for  over  500  clients. 

QSI  typically  enters  into  support  service  agreements  and/or 
hardware  maintenance  agreements  with  its  clients  for  a fixed 
monthly  fee.  Services  are  provided  on  an  emergency  basis,  24  hours 
a day,  seven  days  a week. 

• QSI's  continuing  software  support  staff  operates  from  the 
company's  offices  in  Tustin  (CA)  and  remote  offices  in  Bethel 
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(CT)  and  Carnation  (WA).  QSI  maintains  telecommunications 
access  to  all  client  systems,  permitting  automated  remote  on-line 
support. 

• The  hardware  maintenance  services  are  conducted  from  field 
service  offices  in  Santa  Ana,  Sacramento,  and  Nevada  City  (CA); 
Lake  Mills  and  South  Milwaukee  (WI);  Spotswood  (NJ); 
Allentown  (PA);  Buncambe  (IL);  Charlotte  (NC);  and  Aurora 
(CO). 

• For  newer  systems  (IBM  RT/RS/6000  systems),  QSI  sometimes 
contracts  with  IBM  to  perform  specific  hardware  maintenance 
tasks  under  QSI's  direction. 

QSI  also  provides  installation  and  training  services  for  its  systems. 


One  hundred  percent  of  QSI's  revenue  is  derived  from  the  medical 
industry. 

QSI  concentrates  its  marketing  efforts  primarily  on  group  practices 
of  three  or  more  physicians  or  dentists.  The  company  believes  that 
its  integrated  practice  management  systems  are  particularly  suited 
to  growing  and  larger  health  care  facilities  requiring  extensive 
computing  capabilities  as  well  as  facilities  with  multiple  office  sites. 

Several  QSI  clients  are  providing  timesharing  services  to  local  single 
practitioners. 


One  hundred  percent  of  QSI's  revenue  is  derived  from  the  U.S. 

QSI  markets  its  products  nationwide  through  a direct  sales  force 
consisting  of  marketing  representatives  operating  out  of  sales  offices 
in  California,  Illinois,  and  Washington. 
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QuickResponse  Services,  Inc. 

President  & CEO:  Tania  Amochaev 

1400  Marina  Way  South 
Richmond,  CA  94804 
Phone:  (510)  215-5000 

Fax:  (510)  215-3997 


Status:  Public 

Employees:  160(12/96) 

Revenue:  $42,134,000 

Fiscal  Year  End:  12/31/95 

Key  Points 

Company  Description 

QRS,  founded  in  1985,  provides  a range  of 
network  services  designed  to  improve  the  flow 
of  information,  goods,  and  services  throughout 
the  retail  demand  chain  to  retailers  and  their 
suppliers. 

• QuickResponse  Services,  Inc.  (QRS) 
provides  electronic  commerce  merchandise 

The  company’s  services  include: 

and  logistics  solutions  to  the  retail  demand 
chain. 

• The  QRS  Catalog,  a centralized  product 
information  database 

• In  October  1995,  QRS  expanded  its  offerings 
to  include  transportation  and  logistics 

• Collaborative  Replenishment  Services 

services  with  the  acquisition  of  ShipNet 
Systems,  Inc. 

• Electronic  data  interchange  (EDI)  and 
network  services 

• The  company’s  newest  suite  of  products— 
QRSolutions... — provides  Windows-based 
solutions  for  the  entire  retail  demand  chain. 

• Transportation  and  logistics  services  (Easy 
EDI  and  Logistics  Management  System) 
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Organization  and  Structure 

QRS’s  key  executives  are  summarized  below: 


QRS  Key  Executives 


Name 

Title 

Tania  Amochaev 

President  & CEO 

Paul  G.  Benchener 

VP  Marketing 

Stephen  Brown 

VP  Sales 

Shawn  M.  O’Connor 

VP  and  CFO 

John  S.  Simon 

EVP 

QRS  is  headquartered  in  Richmond  (CA).  An 
additional  U.S.  office  is  in  Lisle  (IL). 

Company  Strategy 

During  1995,  QRS  positioned  itself  as  a 
leading  provider  of  electronic  commerce 
merchandising  and  logistics  solutions  that 
optimize  its  customers’  performance 
throughout  the  retail  demand  change. 

QRS  has  aligned  its  applications  closely  with 
its  customers’  needs  in  three  strategic  areas: 

• Procurement  (QRS  Catalog,  EDI,  and 
network  services) 

• Inventory  management 
(QRSolutions... Replenishment,  Sales 
Analysis,  and  Forecasting) 

• Distribution  management  (Logistics 
Management  Services) 

QRS’s  strategy  is  to: 

• Be  the  driving  force  in  retail  demand  chain 
management 

• Extend  offerings  to  cover  a greater  portion 
of  the  demand  chain 


• Position  the  company  to  take  advantage  of 
the  Internet  as  it  develops  to  meet  the  needs 
of  its  customers 

Financials 

QRS’s  1995  revenue  reached  $42.1  million,  a 
34%  increase  over  1994  revenue  of  $31.4 
million.  Net  income  was  $2.4  million, 
compared  to  $14.0  million  in  1994. 

• Results  for  1995  include  $4.3  million  in 
charges  for  purchased  in-process  research 
and  development  associated  with  the 
acquisition  of  ShipNet  Systems. 

• Excluding  the  ShipNet  acquisition,  1995 
earnings  before  income  taxes  were  $8.3 
million,  up  38%  over  1994. 

• A five-year  financial  summary  is  shown  on 
the  following  page. 

Revenue  growth  in  1995  was  attributed  to 
four  factors: 

• The  number  of  customers  increased  from 
131  retailers  and  3,692  vendors  as  of 
December  31,  1994  to  156  retailers  and 
4,865  vendors  and  carriers  as  of  December 
31,  1995. 

• The  number  of  catalog  trading  partnerships 
increased  significantly  as  a result  of  the 
increase  in  the  number  of  customers  and 
their  trading  links  with  each  other. 

• Customers  increased  the  number,  type,  and 
size  of  transactions  transmitted  over  the 
network,  as  well  as  the  use  of  The  QRS 
Catalog. 

• QRS  expanded  its  product  offerings  by 
introducing  Collaborative  Replenishment 
Services  and  transportation  and  logistics 
services. 
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QuickResponse  Services,  Inc. 
Five-Year  Financial  Summary 
($  Thousands,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$42,134 

$31,382 

$22,457 

$13,253 

$6,692 

• Percent  change  from 
previous  year 

34% 

40% 

69% 

98% 

144% 

Income  (loss)  before  taxes 

$3,961 

$5,980 

$1,911 

$(90) 

$(2,490) 

• Percent  change  from 
previous  year 

(a) 

(34%) 

213% 

(b) 

★ 

96% 

49% 

Net  income  (loss) 

$2,387 

$13,965 

$2,589 

$(3,209) 

$(9,646) 

• Percent  change  from 
previous  year 

(83%) 

(c) 

439% 

181% 

67% 

(d) 

49% 

Earnings  (loss)  per  share 

$0.28 

$1.67 

$0.43 

$(1.05) 

$(2.91) 

• Percent  change  from 
previous  year 

(83%) 

288% 

141% 

64% 

48% 

* Percent  change  exceeds  1.000%. 

(a)  Includes  charges  of  $4.3  million  for  purchased  in-process  research  and  development  associated  with  the 


acquisition  of  ShipNet. 

(b)  Includes  a $1.4  million  gain  from  the  sale  of  certain  software  and  services  and  a $0.8  million  extraordinary 
loss. 

(c)  Includes  an  $8.0  million  income  tax  benefit. 

(d)  Includes  a $7.2  million  loss  from  discontinued  operations. 


Revenue  Analysis  by  Product / Service 

QRS  derives  its  revenue  from  four  principal 

and  related  sources: 

• The  transmission  of  standard  business 
documents  over  a network 

• Monthly  charges  for  accessing  The  QRS 
Catalog 

• Collaborative  replenishment  services- 
related  fees  based  on  the  number  of  UPCs 
managed  per  store 

• Logistics  management  and  consulting 
services 


Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1996  reached  $41.0  million,  a 
35%  increase  over  $30.4  million  for  the  same 
period  in  1995.  Net  income  was  $4.6  million, 
up  32%  from  $1.3  million  for  the  same  period 
a year  ago. 

Market  Financials 

QRS  markets  its  services  to  retailers  and 
their  vendors,  primarily  in  the  U.S.  and 
Canada. 

The  company’s  customer  base  increased  27% 
during  1995,  from  approximately  3,800 
customers  as  of  December  31,  1994  to 
approximately  4,900  customers  as  of 
December  31,  1995. 
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• As  of  December  31,  1995,  QRS’s  catalog  and 
EDI  services  were  being  used  by  156 
retailers  representing  all  segments  of  the 
retail  industry,  with  an  emphasis  in  apparel 
and  department  store  retailers. 

• Customers  also  include  approximately  4,330 
general  merchandise  vendors  selling  a 
variety  of  goods  ranging  from  apparel  and 
shoes  to  cosmetics  to  electronics  and 
automotive  goods. 

Geographic  Markets 

Virtually  100%  of  QRS’s  1995  revenue  was 
derived  from  the  U.S.  and  Canada. 

Acquisitions 

In  October  1995,  QRS  acquired  certain  assets 
and  liabilities  of  ShipNet  Systems,  Inc.  of 
Lisle  (IL)  for  approximately  $4.9  million.  The 
acquisition  was  accounted  for  as  a purchase. 

• ShipNet  provides  transportation  logistics 
information  and  communications  services  to 
approximately  1,000  customers. 

• ShipNet  had  approximately  20  employees  at 
the  time  of  the  acquisition  and  annual 
revenue  of  $2.5  million. 

• With  the  acquisition  of  ShipNet,  QRS  is  able 
to  further  integrate  the  functions  required 
to  identify,  source,  administer,  track,  and 
transport  merchandise  from  the 
manufacturer  through  the  transportation 
cycle  and  retail  distribution  until  final 
purchase  at  point-of-sale. 

• The  operations  of  ShipNet  have  been 
merged  into  QRS. 

Employees 

As  of  December  31,  1995,  QRS  had 
approximately  120  employees. 


The  company  currently  has  approximately  160 
employees. 

Key  Products  and  Services 

The  QRS  Catalog 

The  QRS  Catalog  is  the  retail  industry’s 
largest  universal  product  code  (UPC) 
database.  It  currently  contains  more  than  44 
million  UPC  entries  from  more  than  1,500 
manufacturers/vendors. 

• Merchandise  entries  are  classified  by  name, 
merchandise  classification,  style  number, 
and  UPC,  as  well  as  size,  color,  and  other 
relevant  characteristics. 

• The  UPC  classification  system  underlies  all 
subsequent  transaction  processing.  When 
loaded  into  the  database,  the  data  is 
screened  for  accuracy  and  completeness  by 
QRS’s  software  and  is  further  reviewed  by  a 
QRS  customer  support  representative. 
Vendor  information  is  protected,  and  is 
available  only  to  trading  partners  approved 
by  the  vendor. 

• Pricing  of  The  QRS  Catalog  services  is  based 
on  trading  partnerships  formed  between 
vendors  and  retailers.  Each  time  a retailer 
accesses  a vendor’s  data  in  The  QRS  Catalog 
a trading  partnership  is  formed  and  a 
specific  fee  is  charged  for  that  month.  In 
addition  to  trading  partnership  charges,  a 
usage  fee  is  charged  based  on  the  actual 
number  of  records  the  retailer  retrieves 
from  The  QRS  Catalog. 

• In  1996,  QRS  released 
QRSolutions... Catalog,  a Windows-based 
version  of  The  QRS  Catalog  which  is 
designed  to  provide  additional  ordering 
information  through  the  addition  of  26  new 
data  elements  and  increase  user  efficiency 
with  new  filtering  techniques. 
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• The  number  of  UPCs  active  in  The  QRS 
Catalog  grew  28%,  from  33.16  million  as  of 
December  31,  1994  to  42.52  million  as  of 
December  31,  1995. 

Collaborative  Replenishment  Services  (CRS) 
QRSolutions...CRS  is  the  company’s  suite  of 
Windows-based  network  centric  applications 
for  inventory  management  based  on 
individual  manufacturer  and  retailer  needs. 

It  allows  retailers  and  manufacturers  to 
accurately  track  and  replace  inventory,  as 
well  as  identify  upturns  and  downtrends  by 
stock  keeping  unit  (SKU),  category,  and  store 
location  for  planning  the  next  season. 

QRSolutions...CRS  is  composed  of  three 
products: 

• QRSolutions... Replenishment  provides 
customized  solutions  to  retailers  and 
manufacturers  based  on  their  particular 
replenishment  needs.  Acting  as  a focal 
point,  QRS,  in  conjunction  with  the  retailer 
and  manufacturer,  creates  a series  of 
models  used  to  run  inventory  analyses.  The 
retailer  collects  daily  sales  data  by  store, 
then  sends  it  to  QRS  wrhere  the 
QRSolutions... Replenishment  model  is  run 
and  generates  purchase  orders.  The  order 
acknowledgment  is  sent  by  QRS  to  the 
retailer  and  a purchase  order  is  sent  to  the 
vendor. 

• QRSolutions. ..Sales  Analysis  is  an  inventory 
management  tool  that  provides  retailers  and 
manufacturers  with  daily  information  about 
which  products  are  selling,  by  size  and  color, 
and  which  should  be  discontinued. 

• QRSolutions. ..Forecasting  enables  retailers 
and  vendors  to  forecast  sales  for  up  to  53 
weeks  using  seasonal  and  promotional  input 
variables.  It  supports  a variety  of 
forecasting  methodologies. 


Transportation  and  Logistics  Services 
These  services  allow  retailers,  manufacturers, 
and  carriers  to  track  the  movement  of  goods, 
tender,  and  track  motor  freight  shipments  via 
EDI,  and  provide  delivery  performance 
reporting. 

The  Logistics  Management  System  (LMS) 
provides  real-time  availability  of  accurate 
shipping  information  and  proactive 
notification  of  potential  service  failures, 
minimizing  uncertainty  surrounding 
individual  orders  and  shipments.  LMS  offers 
three  integrated  systems: 

• Electronic  Traffic  Management  automates 
the  tendering  and  pickup  notice  functions  in 
the  traffic  department. 

• Delivery  Performance  Reporting  provides 
trading  partners  with  delivery  status 
information. 

• Proactive  Customer  Service  provides 
tracking  and  tracing  and  potential  service 
failure  notification  on  each  shipment. 

Easy  EDI  is  a packaged  solution  that  includes 
software  and  network  services  needed  to 
transmit  and  receive  any  of  the  following  EDI 
transaction  sets  in  business  document  format: 
204  Bill  of  Lading,  210  Freight  Invoice,  214 
Shipment  Status,  990  Transaction 
Confirmation,  and  997  Functional 
Acknowledgment.  The  810  Invoice,  850 
Purchase  Order,  and  856  Ship  Notice 
Manifest  will  be  added. 

QRS  also  provides  consulting  professional 
services  for  retailers,  manufacturers,  and 
carriers  in  support  of  demand  chain 
management. 

EDI  and  Network  Services 

QRS’s  applications  for  Catalog,  CRS,  and 
transportation  and  logistics  services  reside 
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with  QRS’s  data  operations  environment  and 
are  accessible  primarily  through  the  Advantis 
value-added  network. 

EDI  services  provide  the  vehicle  for  electronic 
communication  to  and  from  the  QRS’s 
network-centric  applications. 

• In  addition  to  providing  access  to  QRS 
demand  chain  management  applications, 
EDI  services  enable  retailers,  vendors,  and 
carriers  to  electronically  exchange  industry 
standard  business  documents,  permitting 
communication  of  purchase  orders,  invoices, 
shipping  notices,  and  other  business 
documents. 

• Access  to  the  network  is  available  via  leased 
line  or  dial  services. 

• QRS  also  provides  complete  EC  solutions 
that  offer  end-to-end  services  for  doing 
business  electronically,  including 
communications  software,  a store  and 
retrieval  mailbox,  EDI  translation  and 
management  software,  and  implementation 
services. 

Other  network  services  provided  by  QRS 
include  the  following: 

• E-mail  services 

• EDI  to  Fax,  a service  whereby  QRS  receives 
EDI  documents  from  retailers  and 
translates  and  faxes  the  documents  to  non- 
EDI  enabled  vendors 

• Transaction  Testing,  a customized  program 
that  meets  customers’  EDI  mapping 
specifications  on  in-bound  documents,  such 
as  ASNs  and  invoices 

• Carbon  Copy,  which  provides  customers 
with  the  ability  to  carbon  copy  Information 
Exchange  (IE)  EDI  transactions  to  other 


users  on  IE  or  other  value-added  networks. 
QRS  sets  up  carbon  copy  tables  for  each 
customer;  when  the  customer  sends  a single 
EDI  transmission  it  is  copied  to  the  multiple 
recipients  specified  in  the  table. 

• Internet  connectivity  through  the 
QRSolutions  Internet  Access  Kit,  plus 
assistance  to  customers  in  establishing 
World  Wide  Web 

• EConnect™,  a PC/EDI  Windows-based 
forms  package  to  economically  send  and 
receive  documents 

Customer  Service 

QRS’s  customer  service  strategy  is  to  provide 
retailers,  manufacturers,  and  carriers  with 
quick  and  easy  development  and 
implementation  of  their  electronic  commerce 
programs. 

QRS  provides  its  customers  with  a team  of 
retail  experts  to  oversee  their  programs  and 
grow  their  businesses.  This  team  consists  of: 

• Account  Executives  and  Account  Managers 
who  focus  on  helping  existing  customers 
develop  and  implement  EDI  with  their 
partners 

• Electronic  Commerce  Representatives  who 
support  those  programs  through  telephone 
contact  with  the  partner  companies 

• Customer  Support  Representatives  who  are 
available  24  hours  a day,  seven  days  a week 
to  answer  customer  questions  and 
implement  programs. 

Clients 

A sampling  of  QRS’s  retail  clients  includes 
Kmart  Corporation,  Dillards,  Federated,  The 
May  Company,  Price  Costco,  Sears,  Spiegal, 
and  Woolworths. 
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Marketing  and  Sales 

In  addition  to  its  own  sales  force,  QRS  also 
benefits  from  the  marketing  efforts  of 
Advantis  and  IBM. 

• Advantis,  in  coordination  with  QRS,  actively 
promotes  the  use  of  its  network  services  in 
the  retail  industry. 

• QRS  cooperates  with  both  Advantis  and 
IBM  marketing  teams  to  generate  leads  and 
qualify  prospects. 

QRS’s  sales  and  marketing  personnel  include 
numerous  individuals  with  prior  retail, 
replenishment,  transportation,  and  EDI 
experience. 


QRS’s  marketing  activities  also  include 
participation  in  industry  conventions,  trade 
shows,  and  user  groups. 

Alliances 

QRS  is  an  Industry  Remarketer  for  the  IBM 
Global  Network. 

In  April  1996,  QRS  and  Trade  Service 
Corporation  formed  an  alliance  to  develop  an 
interface  allowing  music  and  video  retailers  to 
receive  product  information  electronically  via 
the  QRSolutions... Catalog.  This  service  will 
be  known  as  PhonoLog  EC. 

Competition 

QRS’s  major  competitors  include  Sterling 
Commerce  and  GE  Information  Services. 
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QUOTRON  SYSTEMS,  INC.  Thomas  J.  Cirillo,  President  and  CEO 

77  Water  Street  R.  Max  Gould,  COO 

New  York,  NY  10005  Subsidiary  of  Citicorp 

(212)898-7000  Total  Employees:  1,600* * 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $175,000,000* 

* INPUT  estimate 


The  Company  Quotron  provides  on-line  financial  information  services  via  its 

international  network  to  more  than  60,000  PCs  and/or  terminals  in 
23  countries. 

• In  addition  to  real-time  market  data  services,  the  company 
provides  news  services,  branch  office  automation  services,  broker 
support  software  tools,  analytics,  financial  data  base  services, 
network  services,  and  a software  development  library.  Quotron 
also  provides  and  supports  terminals,  printers,  and  proprietary 
and  industry-standard  computer  systems  to  its  clients. 

• Through  Securities  Industry  Software  Corporation  (Wheat 
Ridge,  CO),  a subsidiary  acquired  in  mid- 1986,  Quotron  also 
provides  processing  services  and  turnkey  systems  for  order 
management,  brokerage  accounting,  and  trading  applications  to 
brokerages. 

Quotron  has  expanded  from  being  a provider  of  U.S.  retail  equities 
quotes  to  an  international  equities,  foreign  exchange,  and  fixed- 
income  systems  and  services  integrator. 

• The  company  is  expanding  the  options  available  for  accessing  its 
network  services,  including  proprietary  delivery  platforms, 
industry-standard  386  platforms,  and  UNIX-based  platforms. 

• Quotron's  April  1992  introduction  of  Quotron  Advantage  AE 
marked  a significant  departure  from  Quotron's  previous  systems 
(the  QUOTRON  800  and  QUOTRON  1000)  because  it  runs 
entirely  on  industry-standard  hardware. 
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Company 

History 


Financials 


Quotron  was  founded  in  1957  as  Scantlin  Electronics,  Inc.  In  1960, 
the  company  introduced  QUOTRON  I,  the  first  electronic  stock 
market  data  retrieval  device,  enabling  market  watchers  to  request 
reliable,  real-time  stock  quotes  from  a desktop  unit  with  a printed 
ticker. 

• In  the  years  that  followed,  Scantlin  introduced  various  new 
technologies,  including  an  electronic  stock  quotation  board,  the 
first  data  system  allowing  two-way  communications  for  stock 
quotes,  a system  that  converts  ticker  and  teletype  data  to  video, 
and  programmable  general-purpose  office  computers  that 
consolidate  real-time  stock  quotes  with  communications-oriented 
functions. 

• In  1973,  the  company  changed  its  name  to  Quotron  Systems,  Inc. 

Quotron  operated  as  a public  company  until  June  1986  when  it  was 
acquired  by  Citicorp  for  $19  per  share,  or  a total  purchase  price  of 
approximately  $680  million. 

• Quotron  had  approximately  1,700  employees  at  the  time  of  the 
acquisition  and  1985  revenue  of  approximately  $205.7  million. 

• Quotron  now  operates  as  a wholly  owned  subsidiary  of  Citicorp 
within  Citicorp's  Information  Business  unit. 


INPUT  estimates  that  Quotron's  1991  revenue  (net  of  interest 
expenses)  was  approximately  $175  million,  a 13%  decrease  from 
estimated  1990  revenue  of  $200  million. 

• Continuing  revenue  declines  were  attributed  to  difficult  market 
conditions  and  increased  competition. 

• On  an  operating  basis,  Quotron  was  profitable  until  1989.  Most 
of  its  losses  since  then  have  been  attributed  to  the  amortization 
of  the  premium  paid  for  its  acquisition  by  Citicorp,  along  with  a 
series  of  development  programs  to  expand  Quotron  in  Europe. 

• During  1991,  Citicorp  took  a $430  million  restructuring  charge  in 
its  Information  Business,  which  primarily  includes  the  operations 
of  Quotron.  The  restructuring  charge  is  a write-off  of  assets 
related  to  older  technology,  software,  and  the  costs  of  Quotron's 
acquisition. 
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Acquisitions/ 

Divestitures 


Major  Alliances 


In  February  1990,  Quotron  acquired  American  Financial  Systems 
Inc.,  a small  Haverford  (PA)-based  firm  whose  flagship  product  is 
Broker's  Notebook™,  a PC-based  portfolio  management  and 
prospecting  system  for  retail  stockbrokers. 

During  1989,  Quotron  sold  its  hardware  maintenance  operations 
(with  600  employees)  to  Phoenix  Technologies. 


In  May  1992,  Quotron  and  a consortium  of  ten  major  foreign 
exchange  market-making  Swiss,  U.K.,  and  U.S.  banks  formed  the 
EBS  Partnership  and  announced  they  have  committed  a total  of  $45 
million  to  fund  the  development  and  implementation  of  the 
Electronic  Broking  Service  (EBS). 

• EBS  will  offer  screen-based  broking  facilities  to  foreign  exchange 
dealers  who  would  traditionally  use  voice  brokers  to  maintain 
counterparty  anonymity. 

• Quotron  was  chosen  to  develop  the  service's  technology  based  on 
its  F/X  Trader  service.  Availability  is  scheduled  for  early  1993. 

In  February  1992,  Quotron  and  Desktop  Data  announced  plans  to 
jointly  develop  a tightly  integrated  link  between  Desktop  Data's 
newly  announced  NewsEDGE/UNIX  product  and  Quotron's 
Trading  Support  System  on  the  same  UNIX/Motif  workstations  and 
local-area  networks. 

In  December  1991,  Quotron  and  IBM  signed  a five-year  agreement 
under  which  Quotron  will  migrate  its  financial  information  services, 
including  the  Quotron  Advantage  Services,  and  applications 
software  from  its  proprietary  computer  system  to  IBM's  RS/6000 
hardware. 

• A new  Quotron  Support  Center  in  Uniondale  (NY)  managed 
and  staffed  by  IBM  provides  customer  service,  installation,  and 
support  operations.  As  of  May  8,  1992,  all  Quotron  customers 
had  been  moved  to  the  new  center. 

• IBM  will  also  manage  Quotron's  nationwide  communications 
network. 

• Quotron  continues  to  support  services  on  its  proprietary 
QUOTRON  800  and  QUOTRON  1000  computer  servers. 

During  1990,  Equinet  Pty  Ltd.  became  the  exclusive  agent  for 
Quotron's  services  in  Australia  and  New  Zealand. 
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Also  during  1990,  Systex  Corporation  became  the  exclusive  agent 
for  Quotron  in  Taiwan. 

Employees 

As  of  December  1991,  Quotron  had  about  1,600  employees.  The 
company  currently  has  about  1,600  employees. 

Competition 

Quotron’s  primary  competitors  include  Automatic  Data  Processing, 
Reuters,  and  Telerate. 

Key  Products 
and  Services 

INPUT  estimates  that  over  95%  of  Quotron's  1991  revenue  was 
derived  from  processing/network  services  and  associated 
equipment  rentals.  The  remainder  of  revenue  was  derived  from 
applications  software  products  and  professional  services  consulting. 

Quotron  supplies  a range  of  on-line,  real-time  market  data  and 
support  services  to  more  than  60,000  terminals. 

• On  an  average  day,  Quotron's  network  handles  about  15  million 
quote  requests  and  2 million  full-page  news  requests  and  carries 
30  million  automatic  quote  updates  for  its  various  monitor 
services. 

Quotron  Advantage  ServicesSM  are  targeted  primarily  to  the  retail 
brokerage  market.  Network  offerings  are  summarized  in  the  exhibit 
and  include  the  following: 

• Market  Data  and  Analytic  Services  provides  real-time  prices  for 
more  than  120,000  trading  and  investment  instruments;  news  and 
market  data  on  stocks,  bonds,  options,  mutual  funds, 
commodities,  futures,  and  currencies  from  major  exchanges, 
leading  market-making  firms,  and  interbank  and  foreign 
exchange  dealers  worldwide;  and  real-time  analytical  tools-from 
technical  charts  to  pricing  models  to  on-line  calculations-to 
monitor  price  changes  and  market  activity  and  support  trading 
and  investment  decisions. 

- In  1990,  Quotron  introduced  F/X  Trader™,  an  IBM  PS/2- 
based  global  interbank  foreign  exchange  dealing  system  for 
the  interbank  market  that  allows  traders  to  manage  six 
simultaneous  trading  conversations  with  their  counterparties. 
As  of  December  1991,  F/X  Trader  was  installed  in  over  200 
bank  trading  rooms  worldwide.  By  the  end  of  April  1992,  F/X 
Trader  was  installed  in  300  bank  trading  rooms. 
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EXHIBIT 

QUOTRON  ADVANTAGE  SERVICES 


SERVICE  OFFERINGS 

SERVICE  OFFERINGS 

Market  Data  and  Analytic  Services 

Decision  Support  Services 

- Quote  Services 

- Argus  Research 

- Monitor  Services 

- CDA  Investment  Technologies 

- Ticker  Services 

- CorporateWatch 

- Class  Display  Services 

- Disclosure 

- News  Services 

- Evans  Economics 

- Analytic  Services 

- I/B/E/S 

Intraday  Graphs 

- Innovest-STAR 

Alert  Manager 

- The  Market  Guide 

Programmed  Indexes 

- Markets  Advisory 

Extended  Option  Class  Display 

- MoneyWatch 

Dynamic  Option  Class  Display 

- Munifacts 

Options  Trading  Strategist 

- Optrack  Plus  (T rack  Data) 

Options  Tracking  and  Analytics 

- OTC  NewsAlert 

Bond  Calculator 

- Pink  Sheets 

Fixed  Income  Calculator 

- Quotron  Symbol  Guide 

Quoteline  Calculator 

- Standard  and  Poor's  MarketScope 

- VESTOR 

Branch  Office  Services 

- Vickers  Holdings 

- Broker  Support  System 

- Vickers  Insider  Trading 

- Basic  Branch  Office  Services 

- Wright  Investors1  Service 

- Spreadsheet 

- STAT-SCAN 

- Word  Processor 

- Zacks  Wall  Street  Forecasts 

- Quotron  Blue  Chip  Series 

Network  Services 

Workstation  Services 

- Computer  Access  and  Report  Service 

- PC  Services  for  DOS 

- Computer  Access  and  Report  Service  Multiple 

PC  1000 

Host  Access 

Local  Database  for  DOS 

- Order  Entry  and  Routing  Services 

Local  Database  API  Tools  for  DOS 

- Broadcast  Information  Dispatch  Service 

Broker’s  Notebook 

- Dynamic  Billboard 

- PC  Services  for  Windows 

- Terminal  Emulation 

QuotTerm 

- Foreign  Terminal  Emulation 

QuotData 

QuotChart 

QuotHistory 
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- In  August  1989,  Quotron  was  awarded  a contract  to  support 
the  development  and  management  of  FXNET,  a London- 
based  interbank  foreign  exchange  dealing  settlement  service 
originally  developed  by  12  money  center  banks.  FXNET 
automatically  implements  bilateral  netting  and  close-out 
agreements  in  foreign  exchange  dealings. 

- Quotron  first  developed  its  presence  in  the  foreign  exhange 
marketplace  in  1989  by  introducing  the  Global  Rate  Report,  a 
rates  service  that  provides  real-time  fixed  income,  foreign 
exchange,  precious  metals,  and  oil  prices. 

Decision  Support  Services  provides  on-line  access  to  third-party 
business  and  financial  reports,  research,  and  market  commentary 
to  evaluate  trading  and  investment  decisions  or  to  support  sales 
recommendations. 

Branch  Office  Services  are  integrated  office  services  in  support 
of  broker  prospecting  and  portfolio  management. 

Workstation  Services  include  a range  of  services  and  applications 
for  PCs  that  operate  in  DOS  or  Microsoft  Windows  to  integrate 
real-time  financial  information  from  the  network  into  custom 
and/or  packaged  applications,  including  Quotron's  PC  portfolio 
management  system  and  real-time  charting  and  analytics 
packages. 

- Quotron's  Open  Windows  family  of  products  operate  in  the 
Microsoft  Windows  environment  and  include:  QuotTermSM, 
which  provides  access  to  Quotron  services  through  DOS-based 
PCs  running  Windows;  QuotDataSM,  which  delivers  real-time 
market  data  to  a local  data  base  in  a PC  that  supports  the 
DDE  protocol;  QuotChartSM,  which  provides  PC-based  access 
to  real-time  technical  charts  and  analytic  tools;  and 
QuotHistorySM,  which  provides  ten  years  of  historical  data  on 
over  7,000  U.S.  equities  for  graphing  and  analysis  in 
QuotChart. 


• Network  Services  include  high-speed  access  to  Quotron's  services 
as  well  as  to  a variety  of  host  computers,  public  data  bases,  and 
private  networks  via  Quotron  terminals  or  PCs. 

Quotron  offers  several  industry-standard  and  proprietary  hardware 
systems  for  accessing  Quotron  Advantage  Services. 

• UNIX-based  delivery  systems  include  the  QUOTRON  1000R,  a 
proprietary  microprocessor-based  multiuser  branch  office  system 
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with  analysis  and  office  automation  functions;  the  IBM  PS/2;  and 
the  IBM  RS/6000. 

• Quotron  Advantage  AESM,  introduced  in  April  1992,  is  a 
financial  information  system  for  the  retail  brokerage  market 
consisting  of  the  industry-standard  IBM  RS/6000  server,  IBM 
PS/2s  on  the  desktop,  and  an  interface  featuring  different 
windows  of  services  running  under  Microsoft  Windows. 

- Advantage  AE  allows  brokers  to  view  multiple  markets  and 
perform  multiple  tasks  simultaneously. 

- Microsoft  Windows'  DDE  feature  permits  dynamic,  real-time 
market  data  to  be  integrated  into  word  processing, 
spreadsheet,  and  other  analytical  applications  running  in 
different  windows. 

• Quotron  Advantage  Services  are  also  available  over  Quotron's 
Trading  Support  System  (TSS),  a family  of  products  that  provide 
a platform  for  receiving,  processing,  integrating,  and  distributing 
real-time  information. 

- Based  on  an  open  systems  architecture  using  UNIX  servers 
and  workstations-including  Sun  Microsystems,  IBM,  DEC, 
and  NeXT-TSS  processes  and  displays  page-,  news-,  and 
record-based  digital  feeds  from  both  Quotron  and  third-party 
vendors,  passing  data  from  the  UNIX  server  to  workstations 
via  local-area  networks  using  industry-standard  protocols. 

- TSS  also  provides  a set  of  Application  Program  Interfaces 
(APIs),  allowing  users  to  build  proprietary  applications  with 
real-time  market  data  from  multiple  data  feed  vendors. 

- One  of  the  feeds  TSS  processes  is  the  new  Quotron  Market 
Datafeed  (QMDF).  Originating  at  Quotron's  National  Data 
Center  in  Silver  Spring  (MD),  QMDF  covers  real-time  price 
and  trade  data  on  a variety  of  instruments  traded  on  over  60 
exchanges  worldwide,  including  U.S.  and  international 
equities,  options  and  commodities,  market  indices,  and  foreign 
exchange. 

• The  QUOTRON  SOO11  is  a low-cost,  proprietary  communications 
computer  that  provides  basic  delivery  of  market  data  and 
communications  without  integrated  applications  support. 
Quotron's  PC800™  software  runs  a PC  into  a multipurpose 
workstation  for  receiving  market  data  from  the  QUOTRON  800 
while  also  running  PC  applications. 
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• QUOTDIAL™  is  an  on-line,  dial-up  financial  information 
retrieval  service  for  home  computer  and  personal  business 
computer  users.  The  service  is  generally  used  for  staying  in  touch 
with  the  market  at  the  office,  at  home,  or  while  traveling. 

Securities  Industry  Software  Corporation  (SIS),  Quotron's  wholly 
owned  subsidiary,  provides  transaction  processing  services  for 
integrated  front-  and  back-office  brokerage  accounting  applications. 
SIS  systems  update  transaction  and  accounting  records  as  trades 
occur  to  brokerage  firms  worldwide. 

• Clients  access  SIS'  data  center  in  Lakewood  (CO)  via 
QUOTRON  1000  and  QUOTRON  800  branch  office  systems  or 
a variety  of  asynchronous  or  3270-type  terminals. 

■ SIS  systems  include  the  following: 

- The  SIS  Order  Management  System  is  an  order  entry  system 
with  administrative  messaging  capabilities. 

- The  SIS  Brokerage  Accounting  System  fulfills  all  the 
accounting  requirements  of  a full-service  brokerage  firm. 
Optional  systems  that  can  be  added  include  a Cash 
Management  System,  a Self-Directed  IRA  System,  and  a 
Portfolio  Management  System. 

- SIS  Trader  is  an  on-line  trading  system  tailored  to  specific 
trading  areas,  including  equities,  municipal  bonds,  government 
bonds,  mortgage-backed  instruments,  and  corporate  bonds. 

- The  On-line  Offering  System  is  an  interactive,  real-time 
system  for  the  listing,  reservation,  and  execution  of  product 
offerings.  The  system  allows  traders  to  compile  and  maintain 
a comprehensive,  current  listing  of  offerings  that  brokers  can 
access  from  their  own  terminals. 

• SIS  currently  has  40  service  bureau  clients  and  1 1 clients  running 
an  in-house  data  base  on  SIS  systems. 

Quotron's  Government  Market  Services  provide  on-line  real-time 
trading  prices  for  U.S.  Treasury,  Agency,  and  money  market 
instruments,  and  municipal  bond  markets. 

Quotron's  Historical  Data  Services  include  the  following: 

• FAMER  software  allows  institutional  investors  to  conduct 
research  by  integrating  different  data  sources  into  a single  data 
base  for  graphing  and  analysis. 
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• Quotron  Historical  Graphs  is  a service  providing  graphs  and 
tabular  reports  of  price  and  volume  data  since  1981  for  over 
7,000  U.S  equities  and  more  than  150  equity  indices. 

• Citicorp  Database  Services  provide  economic  and  financial  data. 

Support  services  provided  by  Quotron  include  the  following: 

• Quotron  offers  an  integrated  family  of  tools,  interfaces,  and 
utilities  for  software  developers  to  create  or  customize 
applications  throughout  all  levels  of  Quotron  delivery  systems. 

• The  Professional  Services  Group  provides  customized  financial 
applications  and  professional  services  to  meet  the  specific 
requirements  of  individual  clients. 

• Through  the  Quotron  Support  Center,  customers  receive 
installation  and  support  services  for  IBM  RS/6000-based  systems 
from  IBM  staff.  Hardware  maintenance  for  Quotron's 
proprietary  systems  is  supplied  by  Phoenix  Technologies. 


The  majority  of  Quotron's  revenue  is  derived  from  the  banking  and 
finance  industry.  Quotron's  services  are  provided  to  brokerage 
firms,  investment  banks,  commercial  banks,  savings  and  loans, 
insurance  companies,  exchanges,  and  corporations. 

Recent  client  contract  examples  include  the  following: 

• In  June  1992,  OTRA  Clearing  (a  subsidiary  of  RKS  Financial 
Group)  selected  SIS  to  provide  brokerage  processing  and  order 
routing  systems  under  a multiyear  service  bureau  contract. 

• During  1992,  Bidwell  & Co.  signed  a multiyear  service  bureau 
contract  with  SIS  for  brokerage  processing  and  order  routing 
systems.  The  Feldman  Investment  Group  signed  a multiyear 
service  bureau  contract  for  brokerage  accounting  and  order 
management  systems. 

• In  January  1992,  New  York-based  securities  firm  Donaldson, 
Lufkin  & Jenrett  signed  a multiyear  contract  with  Quotron  for 
the  continued  use  of  the  QUOTRON  1000  system  and  an 
ehanced  set  of  broker  support  services  and  productivity  tools. 

• During  1991,  SIS  signed  a multiyear  contract  with  Corporate 
Management  Group,  parent  company  of  J.W.  Charles  Securities, 
to  provide  brokerage  processing  and  order  routing  systems, 
replacing  the  current  vendor,  ADP. 
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• During  1991,  Quotron  reached  a multiyear  agreement  with 
PaineWebber  to  upgrade  all  branch  offices  to  the  QUOTRON 
1000. 

• During  1991,  EJV  Partners,  L.P.  selected  Quotron's  TSS  to 
deliver  real-time  market  information  services  to  the  financial 
services  industry. 


U S.  sales  offices  are  located  in  Atlanta,  Chicago,  Dallas,  Los 
Angeles,  New  York  City,  Haverton  (PA),  San  Francisco,  and  St. 
Louis. 

International  offices  are  located  in  Australia,  Austria,  Belgium, 
France,  Germany,  Ireland,  Luxembourg,  the  Netherlands, 
Switzerland,  the  U.K.,  Hong  Kong,  Japan,  and  Singapore. 

Quotron  also  markets  its  services  outside  the  U.S.  as  follows: 

• Systex  Corporation  acts  as  Quotron's  exclusive  agent  in  Taiwan. 

• Equinet  Pty.  Ltd.  acts  as  Quotron's  exclusive  agent  in  Australia 
and  New  Zealand. 


The  Quotron  network  central  computer  center  is  located  in  Silver 
Spring  (MD).  The  system  feeds  data  to  Regional  Computer 
Centers  in  New  York  City,  Los  Angeles,  Atlanta,  Chicago,  Dallas, 
Philadelphia,  San  Francisco,  and  London.  These  sites,  in  turn, 
transmit  or  accept  data  from  50  concentrator  sites  located  in  North 
America,  Europe,  and  Japan. 

• The  Silver  Spring  central  computer  center  has  QUOTRON  1000 
and  QUOTRON  800  proprietary  systems  installed,  as  well  as 
IBM  RS/6000  systems. 

• The  company  also  has  proprietary  QUOTRON  systems  installed 
at  its  other  data  centers. 
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RAILINC 


Vice  President: 

50  F Street,  N.W. 
Washington,  D.C. 
Phone: 

Fax: 


H .J.  Randazzo 
20001 

(202)  639-5500 
(202)  639-5546 


Status:  Department 

Parent:  Association  of  American  Railroads 

Employees:  130(6/96) 

Revenue:  $29,000,000* 

Fiscal  Year  End:  12/31/95 

*INPUT  estimate 


Key  Points 

• RAILINC®,  the  information  technology 
department  of  the  Association  of  American 
Railroads,  provides  network  services 
including  electronic  data  interchange  (EDI) 
and  industry  databases  to  the  North 
American  railroad  industry. 

• Network  subscribers  to  RAILINC  services 
include  all  major  rail  carriers,  as  well  as  rail 
suppliers,  equipment  lessors,  government 
agencies,  and  shippers. 


• Previously  a for-profit  subsidiary,  RAILINC 
was  reabsorbed  into  the  nonprofit  trade 
association  in  1994. 

Company  Description 

RAILINC,  the  data  processing  department  of 
the  Association  of  American  Railroads  (AAR), 
provides  network  services  and  software 
products  to  the  railroad  industry.  Clients 
include  the  major  North  American  railroads 
as  well  as  short  lines,  equipment  leasing 
firms,  shipper  and  rail  industry  suppliers,  and 
government  agencies. 

Organization  and  Structure 

The  parent  company,  the  Association  of 
American  Railroads,  is  a policy,  research,  and 
technology  organization  with  the  mission  of 
improving  the  safety  and  productivity  of  rail 
carriers. 
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• The  AAR  performs  operations  and 
maintenance,  economics,  and  finance 
functions,  as  well  as  providing  data  systems, 
research,  legislative  affairs,  public  relations, 
and  advertising. 

• The  AAR  has  approximately  67  members, 
660  employees,  and  an  annual  budget  of 
approximately  $65  million. 

Company  Strategy 

RAILINC  is  positioned  more  as  a captive 
processing  service  for  the  railroad  industry 
than  as  a value-added  network  (VAN)  services 
vendor.  Client  satisfaction  is  high  with  the 
niche  services  RAILINC  offers. 


Financials 

INPUT  estimates  that  RAILINC’s  1995 
revenue  reached  approximately  $29  million,  a 
14%  increase  over  estimated  1994  revenue  of 
$25  million. 

• Virtually  100%  of  RAILINC’s  1995  revenue 
was  derived  from  network  services. 

• All  of  RAILINC’s  revenue  is  derived  from 
North  America. 

A five-year  revenue  summary  is  shown  below. 


RAILINC  Corporation 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$29.0 

$25.0 

$23.1 

$18.7 

$16.5 

• Percent  change  from 

(a) 

(a) 

previous  year 

14% 

9% 

24% 

13% 

8% 

(a)  INPUT  estimates 


Employees 

The  RAILINC  department  currently  has 
approximately  130  employees. 

Key  Products  and  Services 

RAILINC’s  telecommunications  network  is 
currently  used  for  EDI  transmissions  by  over 
600  clients,  including  rail  carriers, 
manufacturers,  ocean  carriers,  trucking 
companies,  short  lines,  equipment-leasing 
firms,  and  government  agencies. 

• Documents  frequently  exchanged  by 
subscribers  include  purchase  orders, 
invoices,  shipment  tracing  messages,  bills  of 
lading,  freight  bills,  and  administrative 
messages. 


• The  network  currently  switches  more  than 
one  million  messages  per  day  among  trading 
partners. 

• Clients  may  access  RAILINC’s  network  via 
dial-in  and  dedicated  leased  lines. 

Products  and  services  provided  by  RAILINC 
include  the  following: 

TRAIN  II®  (TeleRail  Automated  Information 
Network)  is  an  international  freight  car 
database.  TRAIN  II  collects  information  on 
freight  car,  trailer,  and  container  movements 
across  the  U.S.,  Canada,  and  Mexico. 
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• Processing  over  three  million  records  per 
day,  TRAIN  II  serves  as  the  official  source  of 
interchange  information  for  car  hire 
calculation. 

• There  are  currently  over  225  subscribers  to 
this  service. 

• Interline  Trace,  a subsystem  of  TRAIN  II, 
provides  railroads  with  two  methods  of 
monitoring  off-line  shipments:  parameter 
traces  conducted  as  either  a query  on 
individual  pieces  of  equipment,  or  via 
automatic  generation  of  location  messages 
based  upon  waybill  information  or  car 
ownership. 

UMLER®  (Universal  Machine  Language 
Equipment  Register)  is  a computerized 
version  of  the  Official  Railroad  Equipment 
Register. 

• This  database  contains  information  on  the 
physical  characteristics  of  more  than  three 
million  registered  freight  cars,  trailers,  and 
containers. 

• On-Line  UMLER®  provides  TSO  access  to 
the  UMLER  edit  and  update  system, 
enabling  equipment  owners  to  create 
transactions  which  will  add,  change,  and 
delete  UMLER  records. 

The  RELOAD®  Fleet  Management  service  is  a 
computerized  rail  car  tracing  and  pool 
management  service  that  automatically 
collects  CLMs  and  TRAIN  II  data  and  locates 
the  appropriate  rail  car  for  the  next  load  using 
the  shortest  possible  distance.  This  system, 
provides  location,  status,  and  ETAs.  There 
are  currently  seven  clients  using  this  service. 

The  Data  Exchange  System  is  a family  of 
systems  that  consolidates  car  hire  or  car 
repair  bills  from  over  230  railroads  and 


provides  them  to  rail  car  owners  in  computer- 
processible  form. 

• Data  Exchange  systems  include  Car  Hire, 
Car  Repair  Billing,  Interline  Freight 
Revenue  Settlement,  National  Freight  Loss 
and  Damage,  and  Interline  Switching 
Settlement. 

• Over  90%  of  all  car  hire  allowances  and  car 
repair  bills  are  reported  to  RAILINC’s  Data 
Exchange  System. 

• There  are  currently  over  200  users  of  the 
system. 

The  Car  Accounting  Rate  Distribution  System 
(RAIL-CARDS)  is  a centralized  computer 
system  for  managing  the  deprescription 
process. 

• This  system  enables  railroad  equipment 
owners  to  identify  which  portions  of  their 
fleets  they  want  to  deprescribe,  allows 
owners  and  users  to  conduct  bids  and  offer 
negotiations,  and  provides  market  rate  data 
and  reports. 

• Rates  negotiated  through  the  Car  Hire  Rate 
Negotiation  System  (Deprescription)  are 
stored  in  the  Charm  File,  the  North 
American  Railroad  industry’s  official  source 
for  mileage,  time,  and  appurtenance  rates 
applicable  to  freight  cars,  along  with 
prescribed  rates  formerly  contained  in  the 
UMLER  rate  master. 

The  Rate  EDI  Network  (REN)  is  an 
independent  system  for  electronically 
communicating  prices  among  participating 
railroads  and  their  authorized  agents. 

The  REN  Extension  provides  an  automatic 
interface  to  the  REN  for  railroads  and  their 
authorized  agents  who  capture  and  maintain 
prices  internally.  This  database  also  serves  as 
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the  repository  for  interline  prices  received 
from  other  carriers. 

The  National  Rate  Management  System 
(NRMS)  is  a price  management  system  which 
provides  for  the  capture,  maintenance, 
analysis,  concurrence,  and  exchange  of  prices 
between  rail  carriers. 

• RAILINC  provides  an  interface  between 
NRMS  and  the  REN  that  allows  NRMS  to 
serve  as  the  REN  Price  Source  for  its  users. 

Industry  Reference  Files  (IRFs)  are  the  North 
American  Railroad  Industry’s  official  code 
table  used  to  edit  and  ensure  the  quality  of 
data  reported  by  railroads  to  key  industry 
systems,  such  as  TRAIN  II,  RELOAD,  the 
Interline  Settlements  System,  the  Rate  EDI 
Network,  and 

RAILINC  has  discontinued  in-house  software 
development  operations,  and  currently  works 
with  software  vendors  in  the  development  of 
software  products. 

Clients 

Network  subscribers  include  all  major  rail 
carriers. 

Marketing  and  Sales 

Marketing  efforts  are  directed  primarily  at 
railroads  and  their  trading  partners. 

Competition 

RAILINC  may  face  competition  in  the  future 
from  VAN  providers  as  they  seek  to  expand 
their  services. 


INPUT  Assessment 

RAILINC  is  primarily  a captive  processing 
service  for  the  railroad  industry,  rather  than  a 
full-service  VAN  provider  aggressively 
marketing  across  all  industries.  However, 
RAILINC  occupies  a specific  niche  that  VAN 
providers  may  be  interested  in  serving. 
RAILINC  is  well  managed  and  provides 
excellent  service  to  its  clientele. 


Parent  Company: 

Association  of  American  Railroads 
50  F Street,  N.W. 

Washington,  D.C.  20001 
(202)  639-2100 
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REALWORLD 

CORPORATION 

282  Loudon  Road 
Concord,  NH  03302-2051 
Phone:  (603)224-2200 
Fax:  (603)  224-1955 


President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Murray  P.  Fish 
Private  Corporation 


$12  million* 
6/30/93 


105 


* INPUT  estimate 


Key  Points 


RealWorld  Corporation  is  one  of  the  original  accounting  software 
developers  in  the  microcomputer  industry. 

In  July  1993,  Murray  P.  Fish,  former  RealWorld  chief  operating 
officer  and  chief  financial  officer,  was  appointed  president  and  chief 
executive  officer.  Mr  Fish  replaced  Larry  Brennan,  who  has  moved 
on  to  pursue  a new  business  opportunity  with  a start-up  software 
company  in  New  Hampshire. 

RealWorld's  first  Windows-based  product  started  shipping  in  April 


1993. 
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Company 

Description 

RealWorld  Corporation,  founded  in  1980,  provides  business  and 
accounting  software  to  businesses.  Products  are  available  for  first-time 
users  through  large-sized  businesses. 

RealWorld's  products  are  available  for  most  popular  computers  and 
operating  systems  such  as  IBM  DOS,  Novell,  UNIX,  and  RS/6000.  All 
products  are  written  in  Micro  Focus  COBOL. 

Products  are  marketed  through  a network  of  more  than  2,000  value- 
added  resellers.  The  company  has  more  than  380,000  packages 
installed  in  53  countries  worldwide. 

Strategy 

RealWorld's  strategy  for  growth  includes  restructuring  its  value-added 
reseller  program  to  better  support  resellers  making  annual  purchases  in 
excess  of  $5,000,  and  increasing  its  investment  in  new  technology  and 
product  development. 

Products  under  development  include  version  7.0  of  the  RealWorld 
Accounting  and  Business  Software  products. 

Financials 

INPUT  estimates  RealWorld's  fiscal  1993  revenue  was  $12  million, 
down  from  fiscal  1992  revenue. 

Market 

Financials 

RealWorld's  software  products  address  the  needs  of  small  to  large 
businesses.  Companies  using  RealWorld  software  have  revenues 
ranging  from  $500,0000  to  more  than  $20  million  per  year,  and  from 
one  to  more  than  1,000  employees. 

One  hundred  percent  of  RealWorld's  fiscal  1993  revenue  was  derived 
from  applications  software  products  (94%)  and  associated  support 
services  (6%). 

Geographic 

Markets 

Approximately  95%  of  revenue  is  derived  from  the  U.S.  and  5%  from 
international  sources. 

RealWorld's  only  office  is  in  Concord  (NH). 

Key  Products 
and  Services 

RealWorld  Accounting  and  Business  Software  consists  of  a fully 
integrated  line  of  17  accounting  and  business  software  packages  that 
can  be  installed  independently  or  integrated  in  almost  any  combination. 
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• The  software  is  available  for  DOS  network,  UNIX,  XENIX  and  AIX 
environments. 

• Packages  available  include: 

- Accounts  Payable 

- Accounts  Receivable 

- Check  Reconciliation 
Data  Export  Manager 

- Fixed  Assets 

- General  Ledger 
Inventory  Control 

- Job  Cost 

- Order  Entry/Billing 

- Payroll 

- Professional  Invoicing 

- Professional  Time  & Billing 
Purchase  Order 

- REMOTELink 
Report  Writer 

- Sales  Analysis 

Sales  Management  Solutions 

In  addition  to  the  higher-end  modules,  RealWorld  also  markets  its 
software  products  to  smaller  companies  with  a line  of  accounting  and 
business  products  for  retail,  service  and  general  business.  These 
packages  are  available  for  DOS/network  environments  only  and 
include  the  following: 

• RealWorld  Point-of-Sale  PlusR 

• RealWorld  Practical  Accounting  System™ 

• RealWorld  Service  Manager 

• Custom  Reporting 

RealWorld  Spectrum  Accounting,  released  in  April  1993,  was 
developed  specifically  for  small  businesses  operating  in  a Windows 
environment. 

RealWorld  also  distributes  other  products  that  assist  users  in 
understanding  accounting  and  business  software,  including  Financial 
Competence,  a training  software  package  from  Competence  Software. 

Support  services  provided  by  RealWorld  include: 

• Training 

• Authorized  training  centers 

• Consultant  program 

• Dealer  direct  mail  program 
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Clients 


Marketing 
and  Sales 


Alliances 


• Free  dealer  support 

• End-user  support  subscriptions 

• Regularly  available  updates  for  a small  fee 

Notable  users  of  RealWorld's  software  products  include  The  New 
England  Patriots,  Boy  Scouts  of  America,  Budget  Rent-a-Car,  Hertz 
Rent-a-Car,  Nestle  Food  Corporation,  and  ServiceStar  Hardware. 


RealWorld  markets  its  software  through  more  than  2,000  value-added 
resellers,  who  not  only  sell  their  software  but  customize  it  to  meet  the 
needs  of  specific  users. 

The  company's  large  base  of  resellers  has  created  hundreds  of 
specialized  industry  packages  to  interface  with  RealWorld's  line  of 
general  accounting  and  business  applications. 

In  addition  to  value-added  resellers,  several  major  hardware 
companies-Televideo,  DEC,  and  Tandy  Corporation--have  privately 
labeled  the  software. 


In  addition  to  its  value-added  resellers,  RealWorld  has 
alliances/ marketing  agreements  with  various  other  vendors: 

• IQ  Software  (Intelligent  Query  Report  Writer) 

• Magic  Software  Enterprises,  Inc.  (ISAM  gateway  software) 

• Best  Programs,  Inc.  (FAS™  and  FAS2000™  fixed  assets  packages) 

• National  Payment  Corporation  (direct  deposit  software) 
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Responsor  A/S 


Marielundsvej  46B 
2730  Herlev 
Denmark 

Tel:  +45  44  50  20  00 

Fax:  +45  42  84  29  50 


Chairman:  Henrik  E.  Nyegaard 

Status:  subsidiary  of  IBM  Denmark 

Revenue  (FYE  31-12-95):  Dkr  398  million 

Number  of  Employees  (average)  419 


Contents 

Company  Description  1 

Operations  and  Structure  2 

Financial  Information  2 

Market  Analysis  3 

Key  Products  and  Services  4 

Recent  Projects  and  Major  Clients  5 

INPUT  Assessment  6 


Key  Points 

• Largest  outsourcing  company  in  Denmark 

• Part  of  IBM’s  ISSC 

• Capabilities  in  both  central  and  distributed 
systems,  networks,  IBM-  and  non-IBM 
installations. 

Company  Description 

Responsor  A/S  is  a 100%  owned  subsidiary  of 
IBM  Denmark.  Formerly  independent, 
Responsor  was  acquired  by  IBM  in  1992  and 
incorporated  from  January  1993. 

Responsor  is  part  of  IBM’s  worldwide 
outsourcing  business,  Integrated  Systems 
Solutions  Corporation  (ISSC).  ISSC  has  more 
than  25,000  employees  and  80  data  centers 
worldwide. 
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Responsor  is  responsible  for  all  IBM’s 
outsourcing  activities  on  the  Danish  market. 
Responsor  also  manages  the  Danish  part  of  the 
IBM  Global  Network  and  related  Internet 
service  offerings. 

The  company’s  vision  is  to  contribute  to  its 
customers'  business  success  through  the 
provision  of  total  IT  solutions,  using  IT 
services  produced  internally  or  externally. 
Responsor  aims  to  achieve  this  by  focusing  on 
customer  and  employee  satisfaction  while 
striving  to  achieve  agreed  goals. 

Operations  and  Structure 

Responsor  is  a subsidiary  of  IBM  Denmark, 
however,  the  company’s  management  reports 
into  the  management  of  ISSC  for  strategic 

Exhibit  1 


guidance.  This  is  in  line  with  the  reporting 
structures  of  the  rest  of  IBM,  where  local 
management  is  responsible  for  the  day-to-day 
running  of  the  company  and  ensuring 
availability  of  resources.  Strategic  guidance  is 
the  responsibility  of  the  industry,  service  or 
product  business  units. 

Responsor’s  organization  is  built  around 
account  managers.  These  have  total 
responsibility  for  their  customers  and  for 
providing  all  services  from  Responsor  to  their 
clients. 

Exhibit  1 illustrates  Responsor’s  organization 
and  customer-related  interfaces.  The  company 
is  divided  into  units  with  either  industry  sector 
or  technical  focus. 


Responsor  A/S  Organization  and  Customer  Relations 


Source:  Responsor  A/S 
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Financial  Information 

Responsor  has  grown  strongly  since  it  became 
an  IBM  subsidiary  three  to  four  years  ago. 

Exhibit  2 shows  a five-year  summary  of 
Responsor’s  financial  results  from  1991  to 
1995. 

From  1994  to  1995,  revenues  increased  by  25 
to  Dkr  398  million  ($72  million).  Responsor 
forecasts  that  growth  will  continue.  The 
company  reports  that  it  has  so  far  had  a strong 
1996  and  may  close  the  largest  ever 
outsourcing  deal  in  Denmark  (see  ‘Recent 
Projects  and  Major  Clients’  section). 

Exhibit  2 


In  1995,  Responsor  employed  an  average  of  419 
staff.  The  company  has  increased  the  number 
of  employees  by  some  20%  and  currently  has 
more  than  500  employees. 

Market  Analysis 

Responsor  generates  all  its  revenues  in 
Denmark.  Exhibit  3 details  the  company’s 
turnover  by  delivery  mode.  More  than  50%  of 
Responsor’s  revenues  are  generated  from 
system  operations  contracts. 


Five-year  Financial  Summary, 

1991  to  1995,  (Dkr  million)  (FYE  31-12) 


Year 

1991 

1992 

1993 

1994 

1995 

Revenue 

109 

120.1 

286.5 

318.2 

397.8 

Annual  Growth 

n/a 

10.2% 

38.6% 

11.1% 

25.1% 

Profit  before  Tax 

7.9 

14.1 

27.8 

29.5 

33.8 

Profit  in  % of  Revenue 

7.2 

11.7 

9.7 

9.3 

8.5 

Employees  (average) 

124 

127 

280 

325 

419 

Revenue  per  Employee 
(Dkr  ‘000) 

880 

950 

1020 

980 

950 

Source:  Responsor  A/S 
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Revenues  by 

Delivery  Mode,  1995  ($  Millions) 


Delivery  Mode 

Revenues 
($  Millions) 

Share 

Outsourcing 

-Systems  Operations 

40.2 

56% 

-Development  & Maintenance 

24.4 

34% 

-LAN/  Distributed  Systems 

7.2 

10% 

Total  Software  & Services 

71.8 

100% 

Source:  Responsor  A/S 
Percentages  are  rounded 


Exhibit  4 shows  Responsor’s  revenues  by 
vertical  market. 

Exhibit  4 


Revenues  by  Vertical  Market, 
1995  ($  Millions) 


industry  Sector 

Revenues  in 
S Millions 

Share 

Manufacturing, 

25.8 

35.9% 

Distribution  & Transport 

Central  Government 

19.6 

27.3% 

Local  Government 

7.0 

9.8% 

Banking  & Finance 

19.4 

27.0% 

Total  Revenue 

71.8 

100% 

Source:  Responsor  A/S 


Key  Product  and  Services 

Responsor  offers  outsourcing  services  of  both 
distributed  and  central  IT  installations.  The 
following  provides  an  overview  of  Responsor’s 
services  offerings  and  reflect  the  capabilities 
of  IBM’s  ISSC  organization. 


Outsourcing 

Responsor  offers  total  outsourcing  solutions 
for  all  IBM  installations.  The  company  also 
claims  expertise  in  technology  from  other 
manufacturers,  such  as  any  PC,  Unix  and 
Digital  platforms  using  software  from  for 
example  Software  AG,  SAP,  Oracle, 

Microsoft,  Hewlett  Packard  and  Groupe  Bull. 
The  company  also  offers  SAP  outsourcing 
contracts. 

Responsor’s  security  systems  are  ISO  9001 
accredited. 

Systems  Development 

Responsor  has  more  than  300  IT  system 
developers,  specialized  in  a variety  of 
industry  sectors.  The  company  regards  the 
developer’s  industry  knowledge  as  well  as 
insight  into  his  customer’s  business  to  be 
crucial  for  a successful  project.  It  is  further 
important  for  identifying  areas  where  IT  can 
be  used  for  competitive  advantage. 

The  most  used  development  methodology  in 
Responsor  is  AD/SI  (Application 
Development/  System  Integration).  Skills  and 
experiences  are  shared  with  other  ISSC 
sister  companies  worldwide. 

Client/Server  Systems  Management 

Responsor  offers  systems  operations  and 
development  of  distributed  systems — both 
IBM  and  non-IBM  based.  The  company 
claims  that  it  has  developed  strong  skills  in 
integrating  multi-vendor  installations  to 
homogenous  environments. 

Closely  related  to  IBM’s  acquisition  of  Lotus 
in  1995,  Responsor  has  developed  Lotus 
Notes  skills  and  also  offers  services  in  this 
area.  The  company  is  also  strongly  involved 
in  Internet  solutions. 
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Responsor  sees  the  client/server  systems 
management  market  in  Denmark  as  fast 
growing  but  still  immature. 

Communications  and  Networks 

Responsor  offers  outsourcing  of  networks 
through  IBM’s  Global  Network  (IGN).  IGN 
covers  more  than  100  countries  worldwide. 

In  connection  with  IGN,  Responsor  also 
offers  Internet  and  Electronic  Document 
Interchange  services. 

Recent  Projects  and  Major  Clients 

Exhibit  4 shows  a selection  of  Responsor’s 
major  clients. 


Responsor  has  between  35-40  customers  in 
Denmark  and  is  also  responsible  for  running 
IBM  Denmark’s  internal  IT  installation. 

Responsor  has  recently  received  a letter  of 
intent  from  the  East  Asiatic  Company  - one 
of  the  world’s  major  shipping  companies.  If 
the  deal  is  finalized  it  will  be  the  largest  ever 
outsourcing  contract  in  Denmark. 


Exhibit  4 


A Selection  of  Major  Clients 


Sector 

Company 

Banking  & Finance 

Communities  Pension  Insurance  Corporation 

Public  Administration 

Ministry  of  Education 
County  of  Fredensborg 
Gladsaxe  Kommune  (local  council) 
Administration  of  the  Labour  Market 
Post  Danmark 

Manufacturing 

Alborg  Portland  (concrete  manufacturer) 
Scandinavian  Tobacco  Company 
Olicom  (computer  components) 

DDS  (the  Danish  sugar  factories) 

Distributions 

Bruun  Ltd  (Resellers  for  Canon  office  products) 

Transport  & Travel 

Tjaereborg/Spies  (largest  charter  & travel  company) 
Great  Belt  A/S 

Source:  Responsor  A/S 
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INPUT  Assessment 

Responsor  has  the  Danish  outsourcing 
market  in  a stronghold.  INPUT  estimates 
that  the  company  holds  over  60%  of  the 
Danish  outsourcing  market.  Other  major 
international  companies  represented  in 
Denmark  are  Digital,  Hewlett  Packard,  EDS 
and  CSC.  Earlier  in  1996,  CSC  bought  75% 
of  Datacentralen — a major  provider  of  IT 
services  to  the  public  sector. 

However,  despite  an  obvious  domination  of 
the  market  place  Responsor  still  does  not 
seem  to  have  turned  complacent.  Since  the 
outsourcing  market  is  characterized  by  fewer 
but  larger  contracts  than  other  IT  services 
markets,  it  only  takes  a few  wins  by 
competitors  to  start  catching  up. 


Although  Responsor  and  the  Danish  market 
are  small  from  a European  or  worldwide 
perspective,  there  are  some  interesting 
aspects  to  the  dynamic  in  these  “fringe 
markets”.  IBM,  through  its  ISSC  companies, 
“owns”  many  of  the  small  markets.  At  the 
same  time,  the  other  large  international 
outsourcing  companies  (and  IBM)  are 
fighting  for  dominant  positions  in  the  major 
country  markets.  IBM’s  network  of  small 
strong  companies  contributes  to  giving  its 
ISSC  organization  its  firmament  and  clout — 
and  at  not  a very  high  competitive  cost. 
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RETIX 

2401  Colorado  Avenue 
Santa  Monica,  CA  90404-3563 
Phone:  (310)828-3400 

Fax:  (310)828-2255 


Chairman  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End 


Steve  Frankel 
Public 
430 

$70,841,000 

12/31/92 


Key  Points 

• Retix  is  a leading  supplier  of  Open  Networking  hardware  and 
software  products,  based  on  Open  Systems  Interconnection  (OSI) 
standards  and  sold  to  end-user  and  OEM  markets. 

• In  1992,  the  Army  Information  Systems  Engineering  Command 
completed  a project  using  X.400  products  to  allow  users  of  14 
different  e-mail  system  in  40  organizations  in  the  Pentagon  to 
communicate  with  each  other. 


■ Retix's  offering  for  the  messaging  market  is  positioned  to  take 
advantage  of  an  emerging  standard  for  e-mail  interoperability, 

X.400. 

• In  April  1993,  shareholder  lawsuits  were  filed  against  Retix 

management  alleging,  among  other  things,  that  CEO  Steve  Frankel 
and  four  vice  presidents  sold  nearly  60,000  shares  of  Retix  stock  just 
one  month  before  disclosing  that  the  company  would  incur  a revenue 
reduction  of  15%  for  the  first  quarter  of  1993.  The  company 
believes  it  has  meritorious  defenses  to  the  lawsuits. 


Retix  realized  a 98%  increase  in  revenue  during  fiscal  1992  (fiscal 
year  end  1/2/93). 

In  June  1993,  Retix  announced  new  software  for  its  RX  7000  router 
"that. compresses  data  by  a 4 to  1 ratio  for  transmission  over  wide- 
Stworks. 


On  jime  7,  1993,  Retix  announced  that  it  is  in  beta  test  with  Retix 
X.400  for  NetWare  Global  MHS  and  that  the  product  will  be 
available  through  the  Novell  distribution  channel  within  60  days  of 
June  7,  1993. 
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Company 

Description 


Organization 


Strategy 


Retix,  founded  in  1985,  designs,  manufactures,  and  markets  open 
networking  products  including  connectivity  products  such  as  bridges 
and  routers,  and  interoperability  products  based  on  OSI  standards. 

Initial  financing  for  the  company  was  provided  by  employees  and 
private  investors.  Three  additional  financings  were  subsequently 
completed  with  U.S.  and  European  venture  capital  investors,  which 
include  Bigler/Crossroads,  First  Venture  Capital  Investments,  Fleming 
Ventures,  Ltd,  Hancock  Venture  Partners,  Menlo  Ventures, 
Montgomery  Securities,  Sevin  Rosen  Management  Company, 
Philadelphia  Ventures,  and  European  corporate  investors. 


U.S.  field  sales  offices  are  located  in  Chicago  (IL),  Clevelnad  (OH), 
Dallas  (TX),  Irvine  (CA),  Iselin  (NJ),  Reston  (VA),  San  Francisco 
(CA),  San  Jose  (CA),  and  Washington,  D.C.  Additional  facilities  are 
located  in  Santa  Monica  and  Chatsworth  (CA). 

European  offices  are  located  in  Italy,  France,  Germany,  and  the  U.K. 
Additional  facilities  are  located  in  Austalia,  Canada,  and  Ireland. 


Key  to  understanding  Retix  strategy  is  understanding  its  positioning  on 
the  support  of  OSI.  Retix  continues  to  make  OSI  a cornerstone  of  its 
strategy  for  product  development  in  the  future.  The  company  believes 
that  the  OSI  environment  offers  some  important  additions  to 
interoperability  in  a multiplatform  environment. 

However,  though  OSI  has  gained  market  support  internationally,  other 
than  the  federal  adoption  of  the  GOSIP  standard,  OSI  has  not  gained 
the  same  market  acceptance  in  the  United  States. 

Retix  market  success  may  also  be  challenged  by  the  growth  of 
asynchronous  transfer  mode  (ATM)  technologies.  Most  router  vendors 
are  trying  to  fortify  their  current  market  position  while  slowing  evolving 
router  technology  into  the  roll  that  ATM  requires.  To  make  the 
transition  most  router  vendors  have  partnered  with  another  vendor  to 
bring  an  ATM  DSU  (Data  Service  Unit)  to  market.  Retix  has  been 
involved  in  an  alliance  with  Adaptive/N.E.T.  to  provide  an  ATM 
interface  on  the  Retix  router,  Routerxchange  7000™  (RX  7000)  that 
inter-operates  with  Adaptive's  ATMX.  Retix  is  planning  on  providing 
interoperability  with  other  vendor's  switches  as  well. 

Retix  President  Steve  Frankel  in  a press  interview  said  that  Retix 
management  believes  that  the  primary  application  for  ATM  in  1993- 
1994  will  be  as  a LAN  backbone  in  the  corporate  environment.  To 
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address  that  market  Retix  has  released  the  RX  7000  with  a built-in 
ATM  interface. 


Financials  Retix's  1992  revenue  reached  $70.8  million,  a 17%  increase  over  1991 

revenue  of  $60.4  million. 

• A five-year  revenue  summary  follows: 


RETIX 

FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$70.8 

$60.4 

$52.4 

$35.9 

$27.2 

• Percent  increase 
from  previous  year 

17% 

15% 

50% 

32% 

100% 

Net  income  for  the  fiscal  year  increased  to  $8,016,000  up  98%  from 
$4,044,000  for  fiscal  1991.  Net  income  per  share  for  the  1992  fiscal  year 
was  $0.47,  up  from  $0.29  earned  during  1991. 

For  the  1992  fiscal  year,  net  income  increased  to  1 1.3%  of  sales. 

On  July  27,  1993  Retix  reported  a loss  for  the  second  quarter  of  1993. 
The  company  said  that  decreased  revenue  and  a second  quarter 
restructuring  charge  were  the  primary  causes  of  the  loss  for  the  quarter 
of  $1,985,000,  or  $0.12  per  share  compared  to  net  income  of  $1,824,000 
or  $0. 1 1 per  share  in  the  same  quarter  last  year. 

Management  attributed  the  quarters  results  to  a weakened  European 
economy,  and  product  transition  issues  as  Retix  expands  its  product 
offerings  in  the  multiprotocol  router  market. 


Key  Products  and  Approximately  48%  of  1992  revenue  was  derived  from  Retix'  OSI 
Services  Technology  and  End-User  products.  The  remaining  52%  of  revenue 

was  derived  from  internetworking  devices. 


Retix  products  are  currently  organized  in  to  the  following  product 
categories: 

• OSI  Technology  Products 

• OSI  End  User  Products 
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• Internetworking  Products 


OSI  Technology  Products: 

Retix's  OSI  Technology  Products  include  OSI  protocol  software  that  is 
licensed  to  OEMs  for  use  in  their  product  lines.  Each  package 
implements  a particular  OSI  protocol  in  the  C language.  The  customer 
ports  this  implementation  to  the  particular  operating  environment  and 
proceeds  to  develop  a functional  system. 

• Retix  is  a leading  supplier  of  OSI  technology  products  worldwide, 
with  over  250  OEM  customers.  The  customer  base  includes  virtually 
every  leading  computer  and  communications  manufacturer. 

• The  complete  product  line  addresses  all  seven  layers  of  the  OSI 
model,  from  physical  through  application  level. 

• Current  Retix  OSI  portable  software  products  include: 

1984  and  1988  CC1TT  X.400  Message  Handling  Systems 

CCITT  X.500  Directory  Access  Protocol 

CCITT  X.500  Directory  System  Agent  Kernal 

ISO  Manufacturing  Message  Service 

MAP/TOP  3.0  Common  Management  Information 

Protocol  (CMIP) 

- Network  Management  Forum  (CMIP) 

- ISO  Virtual  Terminal  Protocol  ISO 

- File  Transfer,  Access  and  Management 
Association  Control  Service  Elements 

- Remote  Operation  Service  Elements 
OSI  Presentation  Protocol 

- OSI  Session  Protocol  (BCS,  BSS,  BAS,  and  Full) 

- OSI  Transport  Protocol  (Classes  0,  2,  and  4) 

ISO  Connectionless  Network  Protocol 
Subnetwork  Dependent  Convergence  Function 
for  IP  to  X.25 

- ISO  End  System  to  Intermediate  System  Routing 
Exchange  Protocol 

CCITT  X.25  Packet  Level  Protocol 

- CCITT  X.25  Link  Access  Protocol  B 

- OSI  Logical  Link  Control  (Classes  1,2,  and  3) 

- ISO  Remote  Data  Base  Access  (RDA)  Protocol 
ISO  Distributed  Transaction  Processing  (DTP) 

Service  Elements 

- Intermediate  System  to  Intermediate  System 
Routing  Exchange  Protocol 
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OSI  End  User  Products: 

To  take  advantage  of  end-user  movements  to  OSI  in  some  specific 
markets  and  for  some  specific  applications,  Retix  has  developed 
"shrink-wrapped",  end-user  OSI  products. 

■ In  the  federal  government,  the  U.S.  Government  OSI  Profile 
(GOSIP)  mandate  has  gone  into  effect,  requiring  all  government 
agencies  to  procure  OSI-based  networking  products. 

- Retix  has  developed  a complete  line  of  GOSIP-compliant 
products  for  OSI  applications  such  as  X.400  Message  Handling 
System,  X.500,  VT  (Virtual  Terminal)  for  UNIX  and  DOS,  and 
FTAM  (File  Transfer,  Access,  and  Management)  to  satisfy  this 
requirement. 

- Retix  has  announced  contract  wins  from  the  U.S.  Air  Force's 
Standard  Multiuser  Small  Computer  Requirements  Contract 
(SMSCRC)  and  Desktop  III  Contract.  Retix  has  also  been 
selected  by  prime  contractor  Electronic  Data  Systems  (EDS)  to 
provide  GOSIP  products  for  the  U.S.  Army  Information  Systems' 
Small  Multiuser  Computer  (SMC)  contract. 

• In  the  corporate  environment,  the  OSI  protocol  X.400  is  becoming 
the  standard  of  choice  for  electronic  mail  interconnection.  Retix  has 
developed  the  OPENServer  400™  series,  a PC  LAN-based  message 
server  that  runs  on  a standard  386  PC  and  allows  proprietary  e-mail 
systems  to  talk  to  each  other,  as  well  as  to  minicomputer  and 
mainframe-based  e-mail  systems  and  public  and  private  e-mail 
networks. 

- Retix  has  partnered  with  various  e-mail  vendors  to  ensure  the 
development  of  gateways  to  link  OPENServer  400  with  their  e- 
mail  packages.  Partners  include:  Alfalfa  Software,  Inc.,  cc:Mail, 
Data  Access  Corporation,  DaVinci  Systems,  Eicon  Technology, 
Enterprise  Solutions  Limited,  Hewlett-Packard,  Higgins  Group 
Productivity  Software,  Microsoft,  Novell,  OCP,  Oracle,  U.S. 
Sprint,  and  WordPerfect. 

Internetworking  Products: 

Retix  is  also  a supplier  of  internetworking  devices,  including  bridges, 
bridge/routers,  and  network  management  systems. 

• Network  management  products  include  5025  Network  Management 
Center  and  5010  Network  Management  Center. 
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• Bridging  (Local)  products  include  4660  High  Performance  Local 
Bridge,  and  the  2200  Series  Local  Bridges. 

• Bridging  (Remote)  products  include  4880  High  Performance 
Remote  Bridge,  4850  Remote  Bridge,  and  the  4810  Remote  Bridge. 

• Routing  products  include  4760  Local  Bridge/Router,  the  4900  series 
of  Remote  Bridge/Routers,  and  the  ROUTERXchange  7000  series. 
The  RX  7000  is  an  advanced  multiprotocol  router.  This  router  is 
designed  to  integrate  Ethernet,  Token-ring,  FDDI,  and  ATM 
segments  in  an  enterprise-wide  network. 

Alliances 

Retix  and  Adaptive/N.E.T.  have  an  alliance  to  evolve  router 
technology  into  the  roll  that  ATM  requires.  To  make  the  transition 
most  router  vendors  have  partnered  with  another  vendor  to  bring  an 
ATM  DSU  (Data  Service  Unit)  to  market.  Retix  has  been  involved  in 
an  alliance  with  Adaptive/N.E.T.  to  provide  an  ATM  interface  on  the 
Retix  router  that  inter-operates  with  Adaptive's  ATMX.  Retix  is 
planning  on  providing  interoperability  with  other  vendor's  switches  as 
well. 

In  1993,  Retix  and  Novell  have  partnered  to  deliver  Retix  X.400  for 
NetWare  Global  Messaging,  an  X.400  NLM  that  will  run  under 
Novell's  X.400  Protocol  Access  Module. 

In  1993,  Retix  and  Transarc  Corporation  announced  a development 
and  marketing  agreement  to  jointly  promote  the  use  of  OSI 
Transaction  Processing  (OSI/TP)  as  means  of  interoperability  in  OLTP 
environments.  Retix  in  collaboration  with  Transarc  will  market  a 
transaction  processing  Communication  Resource  Manager  product. 
This  agreement  follows  the  Retix  and  Transarc  agreement  regarding 
the  integration  of  the  Retix  OSI/TP  functions  with  Transarc's  Encino 
Toolkit. 

Competition 

Key  competitors  include  Cisco  Systems  and  Wellfleet  Communications 
for  the  bridge  and  router  products. 

Clients 

Customers  include  manufacturers  of  computer  and  communications 
equipment,  systems  integrators,  value-added  resellers,  and  large  end- 
users  with  a need  to  interconnect  computers,  devices,  and  local-  or 
wide-area  networks. 
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Industry  Markets 


Geographic 

Markets 


Retix  has  approximately  45,000  internetworking  systems  installed 
worldwide,  and  there  are  currently  250  companies  who  have  licensed 
their  OSI  technology. 


Retix'  1992  revenue  was  derived  from  OEMs,  the  federal  government, 
and  corporate  end-users. 


Approximately  40%  of  Retix'  1992  revenue  was  derived  from  the  U.S. 
and  60%  from  international  sources  (outside  North  America). 
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REYNOLDS  AND  REYNOLDS 
COMPANY 

1 1 5 South  Ludlow 
Dayton,  OH  45401 
Phone:  (512)443-2000 
Fax:  (512)449-4213 


Stock  Exchange: 
Total  Employees: 
Total  Revenue: 


Chairman,  President, 
and  CEO: 


Status:  Public  Corporation 


David  R.  Holmes 


$644,824,000 


NYSE 

4,995 


Computer  Systems 
Revenue: 

Fiscal  Year  End: 


$254,007,000 

9/30/92 


Key  Points 


• During  fiscal  1992,  the  Reynolds  and  Reynolds  Company  (Reynolds) 
strengthened  its  customer  base  of  automobile  dealers  by  acquiring 
Norick  Brothers  Inc.,  a manufacturer  of  business  forms  primarily  for 
automobile  dealerships 

• Unit  sales  of  Reynolds'  PartsVisionR  electronic  parts  catalog  system 
increased  more  than  200%  over  fiscal  1991.  This  growth  was  fueled 
in  large  part  by  General  Motors'  announcement  that  it  would 
discontinue  publishing  paper  parts  catalogs  at  the  start  of  the  1994 
model  year. 

• Reynolds'  emphasis  internationally  is  to  strengthen  its  automotive 
computer  systems  position  in  France,  establish  an  overall  European 
strategy,  and  drive  growth  in  sales,  profits,  and  market  share  in 
Canada. 

• Reynolds  has  a long-range  strategic  plan  to  reach  $1  billion  in 
revenues  by  the  year  2000  by  increasing  its  share  in  existing  markets, 
acquisitions,  and  expanding  its  product  offerings. 
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Description 


Reynolds  was  founded  in  1866  to  manufacture  and  distribute  standard 
and  custom  business  forms.  Reynolds  is  currently  organized  in  two 
operating  divisions  as  follows: 

• The  Computer  Systems  Division  (information  services  unit),  with 
approximately  2,000  employees,  provides  turnkey  systems  and 
associated  support  services  to  automobile  dealerships  and  turnkey 
systems  and  software  products  to  the  medical  industry. 

- The  Automotive  Computer  Systems  and  Services  unit  markets 
turnkey  systems  to  automobile  dealers,  as  well  as  computer- 
related  products  and  support  services  to  automobile 
manufacturers,  distributors,  and  importers.  Client  educational 
services  are  also  provided  through  this  unit. 

- The  International  unit  markets  Reynolds'  products  and  services 
outside  the  U.S.  This  unit  includes  the  operations  of  Beri  S.A. 
(acquired  from  Peugeot  in  August  1987),  a provider  of  processing 
services  and  systems  to  automobile  dealers  in  France. 

- National  Medical  Computer  Services,  Inc.,  headquartered  in  San 
Diego  (CA)  with  about  200  employees,  is  a wholly  owned 
subsidiary  that  provides  hospital-  and  office-based  physician 
management  turnkey  systems  and  services. 

- Reyna  Financial  Corporation  is  a wholly  owned  financial 
subsidiary  that  provides  lease  financing  for  products  marketed  by 
the  Computer  Systems  Division. 

• The  Business  Forms  Division,  with  approximately  2,700  employees, 
manufactures  and  distributes  printed  business  forms  and  systems, 
custom  continuous  and  snap-out  forms,  computer  stock  forms,  and 
forms  management  services  to  automotive,  professional,  medical, 
and  general  business  markets. 

- In  the  automotive  market,  the  division  supplies  standard  and 
custom  single  (uniset)  forms,  continuous  forms,  stationery, 
envelopes,  paper  floor  mats,  promotional  items,  and  forms 
management  services  to  sales,  parts,  accounting,  and 
administrative  departments  of  automobile,  truck,  and  recreational 
vehicle  dealerships,  as  well  as  related  automotive  businesses  such 
as  repair  garages,  auto  parts  stores,  and  body  shops. 

- In  the  health  care  market,  the  division  markets  standard  and 
custom  forms  and  forms  management  services  to  hospitals  and 
large  health  care  organizations. 
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- In  the  general  business  market,  the  division  markets  a range  of 
custom  business  forms  (both  continuous  and  snap-out),  as  well  as 
stock  continuous  computer  forms,  stationery,  envelopes,  checks, 
and  tickets,  and  forms  management  services. 

- Wilmer  Service  Line  is  a wholesale  operation  that  markets  one- 
write  pegboard  accounting  systems  and  loose-leafed  forms 
primarily  to  smaller  businesses  through  a network  of  office  supply 
dealers  and  independent  forms  distributors. 


Financials  Total  fiscal  1992  revenue  reached  $644.8  million,  a 2%  increase  over 

fiscal  1991  revenue  of  $632.0  million.  Net  income  rose  59%,  from  $24.6 
million  in  fiscal  1991  to  nearly  $39.2  million  in  fiscal  1992. 

In  the  five-year  summary  that  follows,  financials  have  been  restated  to 
reflect  the  pooling  of  interests  acquisition  of  Norick  Brothers  Inc.  in 
June  1992. 


REYNOLDS  AND  REYNOLDS  COMPANY 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/92 

9/91 

9/90 

9/89 

9/88 

Revenue 

• Percent  increase 

$644.8 

$632.0 

$629.9 

$636.6 

$646.1 

(decrease)  from 
previous  year 

2% 

-- 

(1%) 

(1%) 

N/A 

Income  before  taxes 

$64.4 

$41.7 

$45.7 

N/A 

N/A 

• Percent  increase 

(decrease)  from 
previous  year 

55% 

(9%) 

N/A 

N/A 

N/A 

Net  income 
• Percent  increase 

$39.2 

$24.6 

$26.8 

$29.5 

$28.4 

(decrease)  from 
previous  year 

59% 

(8%) 

(9%) 

4% 

N/A 

Earnings  per  share  (a) 
• Percent  increase 

$1.67 

$1.07 

$1.17 

$1.27 

$1.22 

(decrease)  from 
previous  year 

56% 

(9%) 

(8%) 

4% 

N/A 

(a)  Restated  to  reflect  a 2-for- 1 stock  split  effective  November  30,  1992. 


A three-year  financial  summary  by  business  segment  (with  Computer 
Systems  operations  separated  from  those  of  Reyna  Financial 
Corporation)  follows: 
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REYNOLDS  AND  REYNOLDS  COMPANY 
THREE-YEAR  SUMMARY  BY  BUSINESS  SEGMENT 
($  millions) 


FISCAL  YEAR 

ITEM 

9/92 

9/91 

9/90 

Computer  Systems 
• Revenue 

$254.0 

$231.7 

$237.7 

Operating  income 

34.3 

18.9 

22.6 

Reyna  Financial 
Revenue 

$19.2 

$17.3 

$14.4 

Operating  income 

2.5 

4.3 

4.9 

Business  Forms 
Revenue 

$371.6 

$383.0 

$377.9 

* Operating  income 

30.5 

27.0 

24.0 

Computer  Systems  products  and  services  revenue  increased  10%  to 

$254.0  million  because  of  increased  sales  of  automotive  and  medical 

computer  systems  and  software  support  revenues. 

• These  increases  more  than  offset  $7.7  million  of  sales  lost  in  the 
1991  divestiture  of  Australian  operations,  which  operated  at  a loss  in 
1991. 

• Sales  of  automotive  computer  systems  increased  because  of  higher 
volumes  of  PartsVisionR,  ERAR  in-house  computer  systems,  and 
other  computer  system  products. 

• Sales  of  PartsVision,  the  company's  electronic  parts  catalog, 
increased  over  200%  during  fiscal  1992.  Most  of  the  increase 
occurred  in  the  second  half  of  the  year  after  General  Motors' 
January  announcement  that  it  would  discontinue  paper  parts 
catalogs  in  1994. 

• Software  support  revenues  increased  because  of  an  increase  in  the 
number  of  applications  installed  and  price  increases. 

• Medical  revenues  increased  because  of  additional  volume  of  new 
systems  and  restructured  pricing  on  hardware  maintenance  and 
software  support  services. 

Computer  Systems  operating  income  increased  82%  during  fiscal  1992. 

Domestic  operating  income  increased  primarily  because  ERA,  software 
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Acquisitions/ 

Divestitures 


support,  and  medical  systems  gross  profit  improved.  International 
operating  income  improved  because  of  improved  French  operations 
and  the  elimination  of  Australian  losses. 

Business  Forms  sales  decreased  3%  during  fiscal  1992,  primarily 
because  of  intentionally  reduced  sales  of  lower  margin  cut-sheet 
products,  competitive  pricing  of  stock  continuous  forms,  the  sluggish 
U.S.  economy,  and  the  1991  divestiture  of  Australian  operations.  Sales 
from  several  small  acquisitions  and  growth  in  forms  management 
partially  offset  these  sales  declines. 

Revenue  for  the  three  months  ending  December  31,  1992  reached 
$163.5  million,  an  8%  increase  over  $151.7  million  for  the  same  period 
in  1991. 

• Computer  Systems'  revenue  (excluding  Reyna  Financial 
Corporation)  reached  $64.0  million,  compared  to  $58.1  million  for 
the  same  period  a year  ago  and  operating  income  rose  from  $6.1 
million  to  nearly  $11.5  million.  Growth  came  mainly  from  high 
customer  retention  levels,  strong  sales  of  the  ERA  computer  system 
for  auto  dealers,  and  the  greatly  increased  number  of  software 
applications  Reynolds  is  supporting. 

• Business  Forms  revenue  rose  from  $89.0  million  to  $94.8  million. 


In  May  1992,  Reynolds  completed  the  acquisition  of  Norick  Brothers 
Inc.,  an  Oklahoma  City-based  automobile  business  forms  manufacturer, 
in  a pooling  of  interests  transaction. 

• Reynolds  exchanged  approximately  1.8  million  of  its  Class  A 
common  shares  for  the  Norick  business. 

• Norick,  with  sales  of  $32.7  million  and  net  income  of  $2.1  million  for 
the  fiscal  year  ending  June  30,  1991,  manufactures  business  forms 
primarily  for  automotive  dealerships. 

• As  part  of  the  acquisition,  two  Norick  printing  plants  in  North 
Carolina  and  Nevada  were  closed  and  that  business  was  absorbed  by 
existing  plant  capacity. 

In  December  1991,  Reynolds'  Wilmer  Service  Line  unit  acquired  the 
wholesale  one-write  forms  division  of  Dealerforms,  Inc. 

During  fiscal  1992,  Reynolds  sold  its  Australian  business  forms  and 
computer  systems  operations  for  a combination  of  cash  and  notes.  A 
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loss  of  about  $1.7  million  was  recorded  in  connection  with  these 
transactions  in  fiscal  1991.  These  operations  report  revenues  of  $12.9 
million  and  pretax  losses  of  $1.9  million  for  fiscal  1991. 


The  majority  of  Reynolds'  fiscal  1992  Computer  Systems  revenue  was 
derived  from  turnkey  systems  and  associated  support  services  provided 
to  automobile  dealerships  and  medical  practices.  A small  percentage 
was  derived  from  software  for  medical  practices. 

Computer  Systems  - Automotive  Market: 

Reynolds'  ERAR  turnkey  system  for  automobile  dealers  combines 
UNIX-based  hardware  with  software  for  accounting,  payroll,  vehicle 
and  parts  inventory  control  and  billing,  service  merchandising, 
scheduling  and  billing,  leasing,  finance  and  insurance,  and 
manufacturer-dealer  communications  applications. 

■ In  early  1992,  Reynolds  released  the  seventh  generation  of  its  ERA 
system,  providing  integration  to  Reynolds'  Body  Shop  System, 
vehicle  bar  coding,  and  laser  printer  forms  generation  capabilities. 
This  system  runs  on  RISC  UNIX-based  hardware. 

• Reynolds  currently  offers  a family  of  ERA  systems  capable  of 
accommodating  dealerships  needing  one  to  over  1,000  workstations. 

• Services  offered  to  support  ERA  customers  include  the  following: 

- ERA  Cable  Installation  and  Equipment  Integration  Services  to 
facilitate  system  installation  (including  the  cabling  and  integrating 
of  non-Reynolds  equipment  such  as  multiplexers  and  modems) 

- ERA  Professional  Services  to  assist  dealers  in  maximizing  the 
ERA  system's  management  and  merchandising  capability. 

• Reynolds  and  Telesat  Canada  are  developing  satellite-based  services 
for  the  Canadian  automotive  industry.  The  system  will  be  based  on 
Telesat's  Naikom  200  (VSAT)  service  to  provide  dealer-to- 
manufacturer  communications  using  Reynolds'  ERA  system, 
together  with  enhanced  dealer  operations  including  vehicle  and 
parts  inventory  locators,  continent-wide  electronic  mail,  and  access 
to  remote  data  bases  for  marketing  and  vehicle  repair  information. 

The  Reynolds  Body  Shop  System,  introduced  in  1992,  is  an  integrated 
electronic  body  shop  collision  estimating  and  management  system  for 
automobile  dealers. 
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• Developed  by  Reynolds  and  Mitchell  International,  the  system  uses 
industry-standard  collision  estimating  information  and  is  marketed 
exclusively  by  Reynolds. 

• The  system  uses  a CD  ROM  to  store  the  information  necessary  for  a 
body  shop  technician  to  quickly  estimate  repair  costs  for  the 
customer.  The  technician  scans  the  appropriate  parts  in  Mitchell's 
collision  manual  with  a portable  bar-code  reader,  then  accesses  the 
information  from  the  CD  ROM  system. 

• The  system  can  operate  on  a standalone  basis  or  can  be  integrated 
with  Reynolds'  ERA  system  to  provide  immediate  access  to 
customer  and  vehicle  information,  parts  ordering  and  tracking,  and 
management  reporting. 

• Auto  manufacturers  that  have  recommended  the  Reynolds  Body 
Shop  System  to  their  dealers  include  Volvo,  General  Motors,  Nissan, 
and  American  Isuzu  Motors. 

The  Executive  Data  Management  System,  introduced  in  1986,  is  a 
software  product  that  permits  preformatted  and  custom  report 
generation  and  interfaces  ERA  information  to  off-the-shelf  software 
packages  for  spreadsheet,  data  management,  and  financial  analysis 
capabilities. 

Reynolds  markets  Bell  and  Howell's  IDB2000  electronic  parts  catalog 
to  auto  dealers  nationwide  under  the  name  PartsVisionR.  Reynolds 
integrates  the  PartsVision  system  with  its  in-house  systems. 

• The  catalog  offers  the  latest,  most  up-to-date  parts  information  on 
CD  ROM.  Simple  entry  of  a vehicle’s  year,  model,  group,  or  section 
via  keyboard  or  touch  screen  accesses  the  system  for  accurate  parts 
look-ups. 

• Reynolds  and  Bell  & Howell  currently  offer  electronic  parts  catalog 
applications  for  General  Motors,  Chrysler  (marketed  as  PAIS™), 
Jeep  Eagle,  Mercedes-Benz,  Nissan,  Volvo,  and  Honda/Acura 
dealers. 

• One  key  to  the  success  of  the  PartsVision  system  is  the  regular 
updating  of  the  parts  and  services  data  bases  as  soon  as  the 
information  is  released  by  the  manufacturer. 

• The  system  can  be  integrated  with  in-house  computer  systems 
allowing  parts  personnel  access  to  inventory,  parts  invoicing,  service 
history,  and  repair  order  billing  systems  from  one  terminal. 
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Reynolds  provides  the  standalone  Dealer  Communications  System 
(DCS),  which  includes  a unique  communications  processor  for  on-line 
communications  between  auto  dealers  and  manufacturers  or  importers. 

• The  system  operates  on  an  IBM  PS/2  Model  35  SX  and  supports 
dealer  communications  and  parts  ordering. 

• Reynolds  currently  provides  DCS  to  Buick,  Chevrolet,  Cadillac, 
GMC,  Oldsmobile,  Pontiac,  Ford/Lincoln  Mercury,  Hyundai,  Isuzu, 
Mercedes-Benz,  Nissan,  Saab,  Subaru,  and  Volvo  franchises. 

• Reynolds'  systems  are  compatible  with  General  Motors'  Pulsat 
satellite  network.  Reynolds  has  installed  over  1,000  Pulsat 
interfaces. 

During  fiscal  1992,  Reynolds  entered  into  a strategic  alliance  with  J.D. 
Power  and  Associates  to  develop  PowerView™,  a marketing 
information  system. 

• PowerView  allows  ERA  system  customers  access  to  critical  sales 
trend  data  to  help  them  decide  which  vehicles  and  option  packages 
to  order  to  achieve  a more  profitable  inventory  mix. 

• The  system  also  provides  ERA  users  with  access  to  PowerGramsSM, 
J.D.  Power  and  Associates'  daily  industry  news  and  commentary 
service. 

Turnkey  system  service  and  support  is  provided  by  approximately  450 
service  personnel  located  in  nearly  175  offices. 

Regional  educational  centers  provide  specialized  customer  training, 
advanced  seminars  in  accounting  and  parts  and  service  merchandising, 
and  executive  and  management  information  seminars. 

Computer  Systems  - Medical  Industry: 

Through  National  Medical  Computer  Services,  Reynolds  provides 
turnkey  systems  for  IBM  System/36  and  AS/400  computers. 

• Physician's  Accounts  Receivable/Service  Bureau  (PARR/SB)  is  a 
billing  and  accounts  receivable  management  system  for  hospital- 
based  physician  groups  and  billing  service  bureaus.  PAR/SB 
operates  on  IBM  AS/400  and  System/36  computers. 

• The  PAR/PM  (Physician's  Accounts  Receivable  and  Practice 
Management)  system  is  designed  for  office-based  physician  groups. 
In  addition  to  performing  billing  and  accounts  receivable 
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management  functions,  PAR/PM  offers  other  practice  management 
features  such  as  patient  appointment  scheduling  and  medical  history 
recordkeeping.  PAR/PM  operates  on  the  IBM  AS/400. 

• The  Automated  Radiology  Management  (ARM)  system  automates 
the  administrative,  film  archiving,  and  clerical  tasks  performed  by 
free-standing  diagnostic  imaging  centers  and  hospital  radiology 
departments.  ARM  operates  on  the  IBM  PS/2,  Model  80,  but  can 
interface  with  the  PAR  system  and  hospital  information  systems. 

• The  Kredo™  practice  management  system,  introduced  in  fiscal 
1992,  is  designed  for  mid-  to  large-sized  multi-  or  single-specialty 
group  practices.  The  system  operates  on  IBM  AS/400  computers. 

National  Medical  Computer  Services  has  installed  nearly  1,400  systems 

and  has  a current  customer  base  of  1,000. 

In  January  1993,  National  Medical  Computer  Services  was  named  by 

IBM  as  a Premier  Business  Partner. 


The  majority  of  Reynolds'  Computer  Systems  revenue  is  derived  from 
automotive  dealerships  and  automobile  manufacturers. 

Auto  company  business  partners  include  Chrysler,  General  Motors, 
Ford/Lincoln  Mercury,  Mercedes-Benz,  Nissan,  Honda/Acura,  Mazda, 
BMW,  Mitsubishi,  Jaguar,  Volvo,  Saab,  and  Isuzu. 


Approximately  91%  of  Reynolds'  total  fiscal  1992  revenue  was  derived 
from  the  U.S.  and  9%  from  its  foreign  subsidiaries. 

Foreign  subsidiaries'  net  sales  and  operating  income  were  $58.4  million 
and  $5.3  million  in  fiscal  1992,  compared  to  $66.5  million  and  $2.4 
million  in  fiscal  1991,  and  $65.1  million  and  $4.9  million  in  fiscal  1990. 

Reynolds  has  about  750  sales  representatives  and  over  450  service 
technicians  located  in  nearly  175  offices  in  principal  cities. 

International  subsidiaries  are  located  in  Canada  and  France. 

In  Canada  during  fiscal  1992,  Reynolds  achieved  significant  profit 
growth  in  automotive  computer  systems,  with  strong  sales  of 
PartsVision,  Body  Shop,  and  ERA  systems. 

Reynolds  also  supplied  130  dealership  computer  systems  for  North 
American  Export  Dealers,  which  benefited  clients  in  23  countries. 
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Suite  750 

1100  Johnson  Ferry  Road 
Atlanta,  GA  30342 


Phone:  (404)851-1872 

Fax:  (404)  257-0434 
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Status:  Public 

Employees:  500(10/95) 

Revenue:  $71 ,279,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• Ross  Systems  provides  a range  of  software 
products  for  process  manufacturing, 
distribution,  maintenance,  financial  and 
human  resource  management  applications. 

• In  February  1996,  Ross  Systems  announced 
the  release  of  its  Windows-based 
Renaissance  CS®  Version  3.1,  a suite  of 
integrated  client/server  applications 
encompassing  financials,  manufacturing, 
health  care  and  human  resources  solutions. 


Version  3.1  runs  on  the  Microsoft  Windows 
NT  operating  system. 

• In  October  1995,  Ross  Systems  acquired  the 
rights  for  Renaissance  CS  Maintenance 
Management  from  CHAMPS  Software,  Inc. 
Ross  had  been  reselling  and  supporting  the 
product  on  an  exclusive  basis  as  part  of  its 
Renaissance  CS  systems.  The  terms  of  the 
agreement  were  not  disclosed. 

• In  October  1995,  Ross  Systems  formed  a 
strategic  partnership  with  Business  Objects, 
whereby  Ross  will  resell  Business  Objects™, 
an  end-user  decision  support  tool,  as  part  of 
the  company’s  Renaissance  CS  solution. 
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• In  May  1995,  Ross  Systems  established  a 
new  worldwide  client/server  Application 
Development  Products  Division.  The 
company’s  GEMBASE™  application 
development  environment  will  be  the 
foundation  of  the  new  division.  In  the  past 
26  months,  Ross  Systems  has  used 
GEMBASE  to  reengineer  its  legacy 
applications  to  develop  its  Renaissance 
client/server  applications. 

Company  Description 

Ross  Systems  markets  a range  of  business 
application  software  products  and  related 
services  in  the  open  systems,  client/server 
market. 

Ross  Systems  clients  include  medium-sized 
companies  upgrading  internal  systems,  as  well 
as  large  companies  downsizing  their  MIS 
operations.  Ross  Systems  licenses  its  products 
through  its  distributors  and  a direct  sales 
force. 

• The  company’s  products  encompass 
financial,  distribution  and  human  resources 
systems,  as  well  as  process  manufacturing, 
health  care  and  public  sector  applications 
complemented  by  its  GEMBASE  fourth- 
generation  application  development 
language. 

• Ross  Systems’  new  line  of  client/server 
software  for  open  systems  environments  is 
the  Renaissance  CS. 

Company  History 

Ross  Systems  was  founded  in  1972  to  provide 
consulting  professional  services.  In  1983,  the 
company  expanded  its  business  to  include 
accounting  software  products  and  processing 
services. 

In  April  1991,  Ross  Systems  made  an  initial 
public  offering  of  2.75  million  shares  of 


common  stock  at  $10  per  share.  Net  proceeds 
to  the  company  were  approximately  $25 
million. 

In  September  1994,  Ross  Systems  sold  the 
assets  related  to  its  PRO/FIT  distribution 
software  product  line,  including  software, 
related  trademarks  and  copyrights,  for  $22 
million  in  notes  receivable.  This  division 
marketed  a COBOL-based  application 
package. 

During  fiscal  1994,  Ross  reengineered  its 
software  products  to  support  new  open 
systems,  client/server  computing 
environments.  Prior  to  the  second  half  of 
fiscal  1993  it  only  delivered  software  for  the 
proprietary  Digital  Equipment  Corporation 
environment.  As  a result  of  the  reengineering, 
Ross  Systems  now  supports  a number  of  open 
environments,  including  those  from  Digital 
and  Hewlett-Packard,  as  well  as  IBM’s 
RS/6000. 

On  July  30,  1995,  Ross  Systems  and  Argonaut 
Information  Systems  of  California,  Inc. 
reached  a final  settlement  regarding  an 
acquisition  earn-out  related  to  Ross  Systems’ 
1990  acquisition  of  Argonaut.  Ross  Systems 
agreed  to  pay  Argonaut  approximately  $4.8 
million.  Ross  Systems  also  issued  190,000 
shares  of  its  common  stock  to  Argonaut, 
valued  at  approximately  $808,000,  in 
exchange  for  a nonexclusive,  worldwide 
royalty-free  license  to  certain  additional 
Argonaut  technology. 

Organization  and  Structure 

Ross  Systems  has  sales  and  support  offices  at 
its  headquarters  in  Atlanta  (GA)  and  in 
metropolitan  Boston,  Chicago,  Dallas,  Los 
Angeles,  New  York  City,  Redwood  City  (CA), 
San  Diego  and  Toronto. 
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The  company’s  international  subsidiaries  are 
located  in  Belgium,  France,  Germany,  the 
Netherlands  and  the  U.K. 

Company  Strategy 

Ross  Systems’  strategy  for  its  applications 
software  products  includes: 

• Expanding  its  product  line  to  work  on  a 
wider  range  of  computers.  Most  of  the 
company’s  products  operate  with  UNIX  and 
POSIX-compliant  operating  systems. 

• Creating  applications  with  GEMBASE  to 
operate  on  relational  database  management 
systems  from  Oracle,  CA-Ingres  and  Sybase 

• Developing  new  products  for  additional 
customer  bases,  including  those  in 
international  markets.  The  company  also 
intends  to  broaden  its  international  presence 
by  entering  into  additional  distribution 
agreements. 


Ross  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

$71.3 

$76.0 

$87.1 

$75.5 

$61.1 

• Percent  change  from 
previous  year 

(6%) 

(13%) 

15% 

24% 

42% 

Income  (loss)  before  taxes 

$(15.6) 

$(18.7) 

$(0.6) 

$6.6 

$2.2 

• Percent  change  from 
previous  year 

(a) 

16% 

(b) 

* 

(109%) 

200% 

N/A 

Net  income  (loss) 

$(15.5) 

$(18.7) 

$(1.1) 

$4.0 

$0.9 

• Percent  change  from 
previous  year 

17% 

* 

(128%) 

344% 

120% 

Earnings  (loss)  per  share 

$(1.28) 

$(1.86) 

$(0.12) 

$0.40 

$0.12 

• Percent  change  from 
previous  year 

31% 

★ 

(130%) 

233% 

116% 

* Percent  change  exceeds  1 ,000%. 

(a)  Includes  litigation  settlement  and  expenses  of  $9.2  million. 

(b)  Includes  restructuring  charges  of  $1.9  million  in  fiscal  1994  associated  with  staff  reductions. 


• Acquiring  and  integrating  new  software  to 
supplement  its  existing  product  offerings 

Financials 

Ross  Systems’  fiscal  1995  revenue  was  $71.3 
million,  a 6%  decrease  from  fiscal  1994 
revenues  of  $76  million.  Net  losses  were  $15.5 
million  for  fiscal  1995  compared  to  net  losses 
of  $18.7  million  for  the  prior  year. 

• Results  for  fiscal  1995  include  litigation 
settlements  and  expenses  of  nearly  $9.2 
million  associated  with  the  Argonaut 
settlement  and  a second  suit  (a  pending 
securities  class  action). 

• A five-year  financial  summary  is  shown 
below. 

Product  development  expenditures  were 
virtually  unchanged,  at  approximately  $16 
million  in  fiscal  1995  and  fiscal  1994. 
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Revenue  Analysis  by  Product  / Service 

Approximately  34%  of  Ross  Systems’  fiscal 
1995  revenue  was  derived  from  software 
product  licenses,  35%  from  associated 
maintenance  and  31%  from  consulting  and 
other  services.  A three-year  summary  of 
source  of  revenue  follows. 

Approximately  90%  of  Ross  Systems’  software 
product  license  revenue  for  fiscal  1995  was 
derived  from  open  systems,  client/server 
applications,  as  compared  to  81%  in  fiscal 
1994. 

• Total  open  systems,  client/server  software 
product  license  revenue  rose  approximately 
7%  in  fiscal  1995  over  1994. 


• Traditional  Renaissance  product  line 
revenue  declined  51%  during  the  period. 

• Renaissance  CS  Financial  revenue  increased 
25%  during  fiscal  1995. 

Fiscal  1995  consulting  and  other  services 
revenue  decreased  approximately  $4  million 
(15%)  compared  to  fiscal  1994.  This  was  due 
primarily  to  the  decline  in  software  product 
license  revenue  in  prior  periods,  upon  which 
consulting  revenue  is  dependent. 

Maintenance  revenue  rose  1%  during  fiscal 
1995  as  compared  to  13%  during  fiscal  1994. 

In  both  these  years  the  increases  were 
attributed  to  increases  in  the  company’s 
installed  base  of  products,  and  only  slight 
increases  in  price. 


Ross  Systems,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

Software  product  licenses 

$24.1 

34% 

$25.1 

33% 

$36.2 

42% 

Consulting  and  other  services 

22.0 

31% 

26.1 

34% 

29.0 

33% 

Maintenance 

25.2 

35% 

24.8 

33% 

21.9 

25% 

Total 

$71.3 

100% 

$76.0 

100% 

$87.1 

100% 

Interim  Results 

Revenue  for  the  three  months  ending 
September  30,  1995,  declined  to  $14.2  million, 
a 21%  decrease  from  revenue  of  $17.9  million 
for  the  same  period  in  1994.  Net  losses  were 
$3.6  million,  as  compared  to  net  earnings  of 
$58,000  in  the  same  period  the  prior  year 
(which  included  a gain  of  $755,000  associated 
with  the  sale  of  certain  assets,  and  a credit  of 


$345,000  related  to  a prior  restructuring 
charge). 

• Excluding  the  results  of  Ross  Systems’ 
PRO/FIT  division,  which  it  sold  in 
September  1994,  total  revenue  for  the 
quarter  declined  15%. 

• New  software  product  license  revenue  from 
manufacturing  products  increased  46%  over 
the  same  period  the  previous  year. 


Page  4 of  1 0 


©INPUT  1996.  Reproduction  prohibited. 


Ross  Systems,  Inc. 
February  1996 


INPUT  Vendor  Profile 


Market  Financials 

The  segmentation  of  clients  represented  by 
Ross  Systems’  fiscal  1995  revenue  was  derived 
from  clients  in  industry  and  government.  Ross 
Systems’  products  are  primarily  used  in 
midsized  companies  and  larger  organizations. 
Ross  Systems’  revenue  is  derived 
approximately  as  follows: 

Manufacturing 30% 

Nonprofit 20% 

Business  services 16% 

Transportation,  communications, 

and  utilities 11% 

Financial  services 8% 

Health  care 8% 

Wholesale/retail 5% 

Other 2% 

100% 

Geographic  Markets 

Approximately  60%  of  Ross’  fiscal  1995 
revenue  was  derived  from  the  U.S.,  32%  from 
Europe  and  8%  from  other  export  sales. 


A three-year  geographic  source  of  revenue 
summary,  as  provided  by  Ross  Systems,  is 
shown  below. 

Fiscal  1995  North  American  software  license 
revenue  decreased  $3.44  million  (20%) 
compared  to  fiscal  1994.  North  American 
consulting  revenue  decreased  approximately 
$5  million.  The  company  attributes  these 
declines  primarily  to  the  sale  of  the  PRO/FIT 
product  line. 

European  and  Pacific  Rim  software  product 
license  revenue  rose  $2.4  million  (36%)  and 
$136,000  (20%),  respectively,  during  fiscal 
1995.  European  consulting  revenue  increased 
$1  million  (18%)  during  the  same  period.  Ross 
Systems  feels  that  improved  sales  execution 
by  the  company’s  international  operations  was 
responsible  for  the  increase  in  revenue. 


Ross  Systems,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America  (a) 

$48.5 

68% 

$57.6 

76% 

$59.7 

69% 

International 

22.7 

32% 

18.4 

24% 

27.4 

31% 

Total 

$71.2 

100% 

$76.0 

100% 

$87.1 

100% 

(a)  Includes  export  sales  of  $5.8  million  in  fiscal  1995,  $4.5  million  in  fiscal  1994  and  $7.6  million  in  fiscal  1993. 


Ross  Systems’  fiscal  1995  revenue  from 
international  operations  increased  to  40%  of 
total  revenue,  as  compared  to  31%  during 
fiscal  1994.  Total  European  revenue  declined 
from  fiscal  1993  to  1994,  but  rose  again  in 
fiscal  1995.  The  company  attributes  the  fiscal 


1994  declines  primarily  to  unfavorable 
changes  in  currency  exchange  rates  and  weak 
European  economies.  The  increase  in  fiscal 

1995  revenue  was  seen  as  the  result  of  the 
new  European  management  team  efforts. 
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Employees 

As  of  June  30  1995,  Ross  Systems  had  499 
employees  in  31  offices  worldwide,  segmented 
as  follows: 


Marketing  and  sales 139 

Product  development 93 

Professional  services  and 

client  support 218 

Finance,  administration 
and  operations 49 


499 

Key  Products  and  Services 

Software 

Ross  Systems  markets  a range  of  business 
applications  software  that  addresses  the 
financial,  distribution,  manufacturing  and 
human  resource  needs  of  corporations, 
government,  nonprofit  agencies  and  other 
information-intensive  institutions.  The 
company  has  licensed  over  11,000  software 
products  to  more  than  2,700  customers 
worldwide. 

Ross  Systems’  current  software  products  are 
summarized  in  the  exhibit  on  the  following 
page. 

Ross  Systems’  Renaissance  CS  is  available  for 
the  following  open  systems  environments: 
Hewlett-Packard’s  HP-UX  and  MPE/iX;  IBM’s 
RS/6000;  and  Digital’s  Alpha  AXP 
architecture,  OpenVMS  and  Digital  UNIX. 

The  company  recently  announced  that  it  will 
offer  its  Renaissance  CS  suite  of  integrated 
business  applications  on  the  Microsoft  NT 
operating  system. 

• Renaissance  CS  Financials  is  a set  of 
integrated  financial  accounting  products 
designed  for  worldwide  organizations,  using 
multicurrency  and  multilingual  capabilities. 


• Renaissance  CS  Manufacturing  is  a set  of 
planning,  execution,  quality  assurance  and 
costing  applications  to  manage  process 
manufacturing  operations. 

• Renaissance  CS  Distribution  is  a set  of 
logistics  and  materials  management 
applications.  It  supports  sales  orders 
through  resource  planning  and  sales 
forecasting. 

• Renaissance  CS  Maintenance  manages 
facilities  and  equipment  maintenance, 
including  predictive  and  preventive 
maintenance  programs. 

• Renaissance  CS  Materials  Management 
handles  all  activities  surrounding  the 
procurement,  storage  and  movement  of 
goods  within  an  organization. 

• Renaissance  CS  Human  Resources 
addresses  personnel  matters,  from  employee 
time  management  to  payroll. 

• Renaissance  CS  Public  Sector,  introduced  in 
1991,  is  a user-defined  budget  tracking  and 
control  system  that  includes  general  ledger, 
accounts  payable  and  purchase  order 
applications,  as  well  as  encumbrance 
accounting  and  bid  tracking  functionality. 

• Renaissance  CS  Health  Care  provides 
integrated  solutions,  including  human 
resources,  payroll,  benefits,  financials  and 
materials  management. 

The  COMMAND  Series  product  line,  acquired 
with  Pioneer  in  1991,  is  no  longer  actively 
marketed. 

Ross  Systems’  software  products  are 
summarized  in  the  exhibit  on  the  following 
page. 
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Exhibit 

Ross  Systems,  Inc. 

Renaissance  Applications  Software  Products 


APPLICATION  AREA/PRODUCT  NAME 


APPLICATION  AREA/PRODUCT  NAME 


Renaissance  CS  Manufacturing 


Renaissance  CS  Financials 

- General  Ledger 

- Accounts  Receivable 

- Accounts  Payable 

- Purchase  Order 

- Fixed  Assets 

- Budgetary  Control 

- Currency  Management 

- Cost  Allocations 

- Desktop  Budgeting 

- Desktop  EIS 

- Desktop  Results 

- Job  Costing 

Renaissance  CS  Distribution 

- Sales  Order  Processing 

- Sales  Analysis 

- Accounts  Receivable 

- Inventory  Control 

- Warehouse  Management 

- Purchase  Order  Processing 

- Sales  Forecasting 

- Distribution  Resource  Planning 

Renaissance  CS  Human  Resources 

- Payroll 

- Human  Resources 

- Benefits 

Renaissance  CS  Public  Sector 

- Public  Sector 


- Production  Planning 

- Process  Manufacturing 

- Process  Costing 

- Inventory  Control 

- Warehouse  Management 

- Purchase  Order  Processing 

- Sales  Order  Processing 

- Sales  Analysis 

- General  Ledger 

- Accounts  Payable 

- Accounts  Receivable 

- Fixed  Assets 

Renaissance  CS  Maintenance 

- Equipment  Maintenance 
Renaissance  CS  Health  Care 

- Human  Resources 

- Payroll 

- Benefits 

- Financials 

- Materials  Management 

Renaissance  CS  Materials  Management 

- Inventory  Control 

- Warehouse  Management 

- Purchase  Order  Processing 

- Accounts  Payable 
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Professional  and  Support  Services 

Ross  Systems’  Professional  Services 
organization  provides  business  application  and 
technical  product  expertise  to  complement 
Ross  Systems’  products.  The  major  types  of 
services  provided  include: 

• Management  Consulting,  providing  in-depth 
analysis  of  the  client’s  need  and  the 
preparation  of  detailed  plans  that  list  step- 
by-step  actions  and  procedures  necessary  to 
achieve  a timely  implementation  of  Ross 
Systems’  software  products.  These  services 
are  generally  offered  on  a time-and- 
materials  basis. 

• Technical  Consulting,  involving  the 
evaluation  and  management  of  the  client’s 
needs  by  supplying  custom  systems  and 
interfaces,  and  data  and  system  conversions. 
Consultants  also  provide  advanced 
technology  services  focused  on  networking, 
and  database  administration  and  tuning. 
These  services  are  offered  on  a time-and- 
materials  basis. 

• Education  Services  are  offered  to  clients  at 
either  Ross  Systems  education  facilities  or  at 
the  clients’  locations,  for  either  standard  or 
customized  classes.  These  classes  are  priced 
at  either  fixed  daily  rates  or  on  a per-class 
basis. 

Ross  Systems’  Client  Support  includes 
telephone  support,  technical  publications  and 
an  electronic  bulletin  board,  and  is  provided 
under  Ross  Systems’  standard  maintenance 
agreements.  The  annual  maintenance  fee  for 
these  services  is  based  upon  a percentage  of 
the  then-current  list  price  for  the  licensed 
software.  The  standard  maintenance 
agreement  also  entitles  clients  to  new  releases 
and  product  enhancements. 


Clients 

Ross  Systems’  clients  are  companies  installing 
open  systems,  client/server  software  products, 
and  include  medium-sized  companies 
upgrading  internal  systems  as  well  as  large 
companies  downsizing  their  MIS  operations. 

As  of  June  30,  1995,  Ross  had  licensed 
approximately  11,000  software  products  to 
over  2,700  customers  worldwide. 

Marketing  and  Sales 

Ross  Systems  sells  its  products  and  services 
through  its  direct  sales  force,  joint  marketing 
agreements  and  distributors. 

Ross  Systems  is  involved  in  joint  marketing 
activities  with  major  value-added  resellers 
(VARs),  including  Avnet,  Pioneer  and  MTI. 

The  company  also  has  distribution 
arrangements  with  distributors  in  Malaysia, 
Hong  Kong,  Japan,  Taiwan,  Thailand, 
Australia,  Brazil,  Hungary,  Italy,  New 
Zealand  and  Spain.  These  distributors  market 
Ross  Systems’  products  through  offices  in  Abu 
Dhabi,  Auckland,  Bangkok,  Barcelona, 
Budapest,  Hong  Kong,  Kuala  Lumpur, 

Madrid,  Melbourne,  Rio  de  Janeiro,  Sydney, 
Taipei,  Tokyo,  Torino  and  Yokohama. 

Alliances 

Ross  Systems  has  a number  of  marketing, 
sales  and  product  development  relationships 
with  Digital  and  is  a Digital  Cooperative 
Marketing  Partner. 

Since  1992,  Ross  Systems  has  had  a close 
working  relationship  with  HP  for  joint 
development  and  marketing.  Ross  Systems’ 
financial,  manufacturing,  distribution  and 
4GL  application  development  products  operate 
with  HP  hardware  supporting  the  HP-UX  and 
HP  MPE/iX  operating  environments. 
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• In  October  1995,  Ross  Systems  formed  a 
strategic  partnership  with  Business  Objects, 
whereby  Ross  Systems  will  resell  the 
decision  support  tool,  Business  Objects,  as 
part  of  its  Renaissance  CS  product  line. 

• In  May  1995,  HP  selected  Ross  as  its 
premier  supplier  of  process  manufacturing 
software  applications  for  manufacturers 
using  HP  3000  MPE/iX. 

• Ross  Systems  and  HP  have  a cooperative 
marketing  arrangement  whereby  Ross 
Systems  receives  promotional  assistance 
from  HP. 

In  March  1995,  Ross  Systems  announced  a 
VAR  partnership  with  Sybase  to  jointly 
market  their  respective  client/server  products. 
Ross  will  ship  its  line  of  Renaissance  CS 
client/server  business  applications  for  Sybase’s 
relational  database,  System  10  SQL  Server™. 

In  September  1994,  IBM  and  Ross  Systems 
established  a joint  development  and 
marketing  agreement  to  make  the 
Renaissance  CS  product  line  available  across 
IBM’s  entire  family  of  RS/6000  servers.  Ross 
Systems  and  IBM  also  have  a cooperative 
marketing  arrangement  whereby  Ross 
Systems  receives  promotional  assistance  from 
IBM. 

The  company  also  has  agreements  that  enable 
it  to  resell  Oracle  and  Ingres  relational 
database  management  systems. 

Competition 

Business  application  software  competitors 
include  Oracle,  PeopleSoft,  SAP,  Dun  & 
Bradstreet  Software,  Datalogix  and  Marcam 
Corporation. 

In  the  human  resources  market,  Ross  Systems’ 
main  competitor  is  PeopleSoft. 


INPUT  Assessment 

Ross  Systems’  strengths  include: 

• Functionally  rich  applications 

• High  levels  of  integration  across  the 
applications 

• A three-tiered,  open  systems  architecture 

• Worldwide  capabilities 

• A large  installed  base 

• Full-service  offerings — applications, 
consulting  services,  education  and  training 

Challenges  facing  Ross  Systems  over  the 

coming  year  include: 

• Converting  its  large  customer  base  on  legacy 
systems  to  Renaissance  CS  applications 

• Returning  to  high-growth  status 

• Continuing  its  expansion  into  international 
markets 

• Continuing  to  respond  to  changing  market 
requirements  in  terms  of  additional 
functionality 

• Expanding  its  open  systems  strategy  to 
integrate  more  third-party  and  customer- 
developed  applications  and  enhancements 
into  its  total  solution 

• Maximizing  its  impact  in  identified  vertical 
markets 

INPUT  has  identified  the  following  strategies 

for  improving  Ross  Systems’  profitability: 

• Increasing  and  strengthening  its 
promotional  efforts 
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• Increasing  indirect  distribution  with  third- 
party  resellers 

• Achieving  higher  revenue  per  existing 
customer 

• Marketing  its  products  on  Windows  NT 
profitably  and  aggressively  to  niche  markets 
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RSA  Data  Security,  Inc. 


President  & CEO:  James  Bidzos 

100  Marine  Parkway 
Suite  500 

Redwood  City,  CA  94065-1 031 
Phone:  (415)595-8782 

Fax:  (415)595-1873 

Internet:  http://www.rsa.com 


Status:  Private 

Employees:  50  (5/96) 

Revenue:  $1 1 ,600,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• RSA  Data  Security  (RSA)  is  a leading 
provider  of  public-key  encryption  security 
software  and  services.  Founded  in  1982,  the 
company’s  technologies  have  since  grown  to 
become  de  facto  standards  for  data 
encryption  and  authentication  worldwide. 

• The  RSA  Public  Key  Cryptosystem,  in  its 
various  forms,  has  been  endorsed  by  the 
Internet,  the  Pentagon,  and  financial 
institutions  worldwide,  and  counts  nearly 
every  major  computer  hardware  and 


software  corporation  among  its  many 
licensees. 

• RSA’s  encryption  technology  has  been 
incorporated  into  the  systems  and  software 
of  a range  of  vendors,  including  Lotus, 
Microsoft,  Intuit,  Motorola,  Apple,  and 
AT&T. 

• In  April  1996,  RSA  and  Security  Dynamics 
Technologies,  Inc.  announced  that  Security 
Dynamics  will  acquire  RSA  in  a pooling-of- 
interests  transaction. 

• In  July  1995,  Netscape,  Microsoft,  Lotus, 
Banyan,  VeriFone,  VeriSign,  NCD, 
ConnectSoft,  Demming,  QUALCOMM, 
Frontier  Technologies,  FTP  Software, 
Wollongon,  SecureWare,  and  others 
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announced  support  for  the  S/MIME  standard 
for  secure,  multivendor  E-mail  products. 

This  specification  uses  RSA  encryption 
technology. 

• In  February  1996,  Visa  International  and 
MasterCard,  along  with  IBM,  Microsoft, 
Netscape,  RSA,  and  others,  announced  a 
new  specification  for  securing  credit  card 
transactions  on  the  Internet.  This  new 
specification — Secure  Electronic 
Transactions  (SET) — uses  RSA  encryption 
technology. 

• In  February  1996,  RSA  announced  its 
intention  to  deliver  a SET  toolkit  later  in 
1996,  allowing  developers  of  client,  server, 
and  acquirer  products  to  quickly  integrate 
SET  services  in  their  applications. 

• In  February  1996,  RSA  established  Nihon 
RSA,  a wholly  owned  subsidiary  to  market 
the  company’s  full  suite  of  encryption 
technology  products  in  Japan. 

• In  January  1996,  RSA  announced  that  the 
government  of  the  People’s  Republic  of 
China  will  use  and  distribute  RSA  products 
in  China. 

Company  Description 

RSA  develops  and  markets  platform- 
independent  software  developers’  kits  and 
end-user  products,  and  provides  consulting 
services  in  the  cryptographic  sciences.  There 
are  more  than  250  RSA  partners  making  RSA- 
enabled  products  and  more  than  60  million 
copies  of  RSA  encryption  and  authentication 
technologies  installed  and  in  use  worldwide. 

• BSAFE™,  BCERT™,  and  S/MIME™  are 
RSA’s  software  developers’  toolkits  for 
integrating  privacy  and  authentication 
features  into  applications. 


• RSA  Secure™  is  RSA’s  file  system  security 
extension,  available  for  Macintosh,  Windows 
3.1,  Windows  95,  and  Windows  NT 
environments. 

• RSA’s  encryption  technology  is  embedded  in 
Microsoft  Windows,  Netscape  Navigator, 
Intuit’s  Quicken,  Lotus  Notes,  and  hundreds 
of  other  products. 

• RSA  technologies  are  part  of  existing  and 
proposed  standards  for  the  Internet  and 
World  Wide  Web,  CCITT,  ISO,  ANSI,  and 
IEEE,  as  well  as  business,  financial,  and 
electronic  commerce  networks  around  the 
globe. 

RSA  technology  was  invented  in  1977  at  MIT 
by  Professors  Ronald  Rivest,  Adi  Shamir,  and 
Len  Adleman,  who  subsequently  founded  RSA. 

In  April  1996,  RSA  and  Security  Dynamics 
Technologies,  Inc.  announced  a definitive 
agreement  for  Security  Dynamics  to  acquire 
RSA  for  four  million  shares  of  Security 
Dynamics  common  stock  valued  at 
approximately  $200  million. 

• Security  Dynamics,  based  in  Cambridge 
(MA),  is  a public  company  that  provides 
security  products  that  protect  and  manage 
access  to  computer-based  information 
resources.  Security  Dynamics  reported 
revenue  of  $33.8  million  and  net  income  of 
$5.8  million  for  calendar  1995. 

• The  acquisition  will  be  accounted  for  as  a 
pooling  of  interests.  Security  Dynamics  has 
announced  its  intent  to  operate  RSA  as  a 
distinct  subsidiary. 

• The  transaction  is  expected  to  close  in  June 
1996. 
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Organization  and  Structure 

RSA  is  headquartered  in  Redwood  City  (CA). 
The  company  also  has  an  office  in  Annapolis 
(MD)  to  support  its  export  consulting  services. 

RSA  Laboratories,  formed  in  1990,  is  a 
completely  independent  division  of  RSA  that 
provides  security  reviews,  custom 
development,  and  education  services  related  to 
cryptography.  RSA  Laboratories,  with 
approximately  60  employees,  is  based  in 
Redwood  City. 

Nihon  RSA,  a wholly  owned  subsidiary  of 
RSA,  was  established  in  early  1996. 

• Headquartered  in  Tokyo,  Nihon  RSA 
provides  developers  in  Japan  with  access  to 
RSA’s  suite  of  encryption  technology, 
including  RSA’s  BSAFE  and  S/MIME 
toolkits. 

• RSA  and  its  consultant,  Asian  Pacific 
Ventures  Co.  of  Menlo  Park  (CA)  will  invite 
a limited  number  of  Japanese  companies  to 
become  investors  in  Nihon  RSA. 

Terisa  Systems  is  a joint  venture  between 
RSA  and  Enterprise  Integration  Technologies 
formed  to  create  a universal  approach  to 
Internet  security. 

RSA’s  key  executives  are  listed  below: 


RSA  Key  Executives 


Name 

Title 

James  Bidzos 
Scott  Schnell 
C.  Victor  Chang 

President  and  CEO 
VP  Marketing 
VP  Engineering 

Company  Strategy 

RSA  has  unveiled  its  strategic  vision  in  the 
form  of  a next-generation  architecture — the 


Layered  Open  Crypto  Toolkit  (LOCT™) — 
which  is  designed  to  be  a road  map  for  future 
security  solutions  from  RSA  and  its  vendor 
partners. 

• LOCT  provides  developers  with  a more  open, 
extensible,  and  flexible  environment 
enhancing  security  and  ease  of  use. 

• LOCT’s  architecture  has  four  layers, 
including  application-specific  tools,  token 
interface,  cryptography  engine,  and 
certificate  engine.  This  architecture 
reportedly  reduces  redundancy  in  separate 
toolkits  and  applications,  and  enables 
developers  to  build  cryptography 
applications  with  lower  overhead,  smaller 
code  size,  and  decreased  memory 
requirements. 

• RSA  is  working  with  VeriSign  to  enable  and 
promote  the  new  LOCT  architecture. 

Other  elements  of  the  company’s  strategy 
include: 

• Aggressive  development  of  new,  high  level 
toolkits  supporting  emerging  multivendor 
standards  in  secure  E-mail,  secure 
transaction,  and  secure  wide-area  and 
remote  networking  segments 

• Strong  RSA  brand  development  around  key 
licensed  products 

• Expansion  into  worldwide  markets  through 
specialized,  exportable  toolkit  products 

Financials 

RSA’s  1995  revenue  was  $11.6  million  and  net 
income  was  approximately  $950,000. 

Market  Financials 

RSA’s  revenue  is  derived  primarily  from 
hardware  and  software  vendors,  software 
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developers,  and  OEMs  that  bundle  RSA’s 
technology  with  their  own  products. 

Geographic  Markets 

INPUT  estimates  that  approximately  95%  of 
RSA’s  1995  revenue  was  derived  from  the  U.S. 
and  5%  from  international  sources,  primarily 
Europe. 

RSA  has  a foreign  distribution  agreement  with 
Computer  Security  Limited  in  the  U.K. 

Agreements  formed  in  early  1996  have 
expanded  the  distribution  of  RSA’s  products  to 
Japan  and  China. 

Divestitures 

In  June  1995,  RSA  spun  off  its  Certificate 
Services  division  to  form  VeriSign,  Inc. 

• VeriSign,  now  based  in  Mountain  View  (CA), 
was  formed  with  the  financial  backing  of  a 
diverse  group,  including  Ameritech, 
Bessemer  Venture  Partners,  Mitsubishi, 
RSA,  Security  Dynamics,  and  Visa 
International. 

• VeriSign  provides  digital  ID  products  and 
services  for  both  public  and  private  networks 
that  use  public-key  cryptography  to  provide 
security,  privacy,  and  authentication  for  the 
electronic  commerce  marketplace. 

Employees 

As  of  December  31,  1995,  RSA  had 
approximately  40  employees.  The  company 
currently  has  about  50  employees,  segmented 
as  follows: 


Marketing  and  sales 12 

Customer  support 3 

Research  and  development 25 

General  and  administrative 10 

50 


Key  Products  and  Services 

RSA  designs,  develops,  and  markets  digital 
privacy  and  authentication  systems  for  OEMs 
and  end  users. 

RSA’s  products  are  based  on  its  patented 
technology  that  allows  privacy  and/or 
authentication  of  stored  or  transmitted  data 
without  secret-key  sharing. 

• The  systems  work  using  distinct,  paired 
keys.  One  is  made  public  and  the  other  is 
not. 

• Encryption  based  on  the  public  key  can  be 
undone  only  by  the  holder  of  the 
corresponding  private  key. 

• For  authentication,  files  “signed”  using 
private  keys  are  traceable  to  the  signers  and 
contain  “tamper-detection  seals.” 

• The  RSA  Digital  Signature  employs  a 
cryptographic  “hashing”  algorithm  to  create 
a message  digest  that  is  unique  to  each 
document. 

BSAFE  is  a low-level,  general-purpose  C 
toolkit,  suitable  for  a range  of  applications 
requiring  privacy  or  authentication.  It 
provides  developers  with  multiple  algorithms 
and  modules  for  adding  encryption  and 
authentication  features  to  any  application. 

• BSAFE  modules  can  be  used  to  construct 
anything  from  RSA  Digital  Signatures  to 
complex  key  exchange  or  negotiation 
schemes. 

• BSAFE  was  used  to  provide  the 
cryptography  built  into  applications  such  as 
Novell  NetWare,  Netscape  Navigator,  Lotus 
Notes,  WordPerfect  InForms,  Digital 
Internet  Tunnel,  Oracle  SQL*Net,  and 
Microsoft  Windows  NT. 
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• BSAFE  is  available  for  DOS,  Windows, 
Windows  95,  Windows  NT,  OS/2,  Macintosh, 
AT&T  SVR4  UNIX,  HP/UX,  SunOS,  Solaris, 
IBM  AIX,  NeXT,  Silicon  Graphics,  SCO 
UNIX,  Alpha  VMS,  and  VAX  /VMS 
platforms,  with  ports  to  other  platforms 
available. 

S/MIME  is  specifically  designed  for  messaging, 
mail,  and  EDI  application  development.  It 
embraces  the  Internet’s  S/MIME  standard  for 
secure  electronic  mail  and  messaging  and  is 
designed  to  fully  use  Internet,  PKCS,  and 
X.509  certificates. 

• Because  the  standard  cryptographic 
constructs  are  built  right  into  the  toolkit, 
they  do  not  have  to  be  constructed  by  the 
developer  out  of  their  base  algorithms, 
potentially  saving  months  of  development 
work. 

• S/MIME  is  available  for  DOS,  OS/2,  PC 
SVR4  UNIX,  MacOS,  SunOS,  Solaris, 
HP/UX,  IBM  AIX/6000  and  other  platforms. 

BCERT  is  RSA’s  toolkit  for  developers  who 
need  to  add  X.509  certificate  functionality  to  a 
range  of  applications. 

• The  BCERT  library  includes  all  the 
necessary  function  calls  to  build  complete 
certificate  authority  engines,  including 
certificate  creation,  certificate  requests,  and 
certificate  revocation  lists. 

• BCERT  supports  the  CCIT  X.509  standard, 
and  handles  version  1,  2,  and  3 certificate 
extensions. 

• BCERT  features  an  object-oriented  API 
using  data  abstraction  for  more  efficient 
development.  BCERT  is  also  re-entrant,  so 
it  can  be  shared  by  many  applications  at 
once,  supporting  advanced  multitasking 
operating  environments. 


RSA’s  SET  Toolkit  Suite  is  specifically 
designed  to  aid  in  the  development  of 
applications  supporting  the  SET  (Secure 
Electronic  Transaction)  standard  for  payment 
card  transactions  as  developed  by  Visa, 
MasterCard,  RSA,  and  others. 

• The  RSA  toolkits  will  fully  support  all  the 
SET  standard  elements,  including  RSA, 
SHA1,  DES,  and  X.509v3  certificates,  and 
include  object  encryption  modules  for 
worldwide  exportability. 

• The  RSA  SET  Toolkits  include  fully 
functional  client  and  merchant  server 
modules,  with  partial  source  code  for 
developer  customization. 

• RSA  SET  Toolkits  are  planned  for  Windows, 
Windows  95,  NT,  and  Macintosh  clients,  NT 
and  UNIX  servers,  and  NT  and  UNIX 
acquirer  platforms. 

RSA  Secure  is  a disk  encryption  utility  to 
protect  sensitive  information  on  a PC  or 
network. 

• RSA  Secure  can  be  used  to  define  sets  of  files 
and  directories  or  folders  that  are 
automatically  encrypted  and  decrypted 
every  time  the  user  goes  in  or  out  of 
Windows,  or  shuts  down  or  starts  up  a 
Macintosh. 

• RSA  Secure  is  available  for  Windows  or 
Macintosh  and  also  in  an  international 
version.  Versions  for  Windows  95,  Windows 
NT,  and  UNIX  are  under  development. 

RSA  Laboratories 

RSA  Laboratories  was  split  off  from  RSA  in 
1990  in  order  to: 

• Provide  a productive  environment  for  RSA’s 
top  mathematicians,  away  from  the 
distractions  of  the  product  development  and 
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marketing  activities  of  the  commercial  arm 
of  RSA 

• Maintain  the  company’s  reputation  in  the 
fields  of  cryptographic  research  and 
algorithmic  development 

• Provide  a purely  technical  (nonsales- 
oriented)  resource  for  clients  needing  custom 
algorithms,  optimizations,  or  security 
reviews  and  development 

RSA  Laboratories  offers  services  in  three 

general  areas: 

• Security  reviews:  RSA  Laboratories  offers 
security  reviews  of  clients’  products  and 
proposals.  With  schematics  and 
documentation,  RSA  can  provide  evaluations 
and  suggest  modifications  of  security  schema 
from  the  algorithmic  level  to  the  policy  level. 

• Custom  development : RSA  uses  encryption 
or  authentication  techniques  such  as  DES, 
RSA,  and  RC4  and  designs  entirely  new 
security  techniques  tailored  to  the  unique 
needs  of  each  client.  The  company 
maintains  a library  of  assembly-level 
cryptographic  code  and  has  expertise  with  a 
range  of  hardware  and  operating 
environments. 

• Education : RSA  Laboratories  continually 
publishes  technical  reports  covering  the 
latest  advances  in  cryptography.  In 
addition,  the  company  occasionally  brings 
together  top  developers  and  researchers  for 
industry-sponsored  cryptographic  seminars. 
Clients  can  learn  about  the  latest 
developments  in  the  field  and  how  they 
might  affect  future  product  plans  or 
marketing  efforts. 


Export  Consulting  Services 

RSA’s  export  consulting  services  are  designed 
to  make  it  easier  for  developers  to  maneuver 
in  Washington’s  bureaucratic  export  licensing 
maze.  Services  include: 

• Product  export  assessment  and  reporting 

• Export  licensing  assistance 

• Predevelopment  product  export  liaison 
services 

Clients/Partners 

More  than  250  companies  are  making  RSA- 
enabled  products  and  services,  including 
Adobe,  Alcatel,  Apple,  AT&T,  Atari,  Bankers 
Trust,  Broadvision,  Collabra  Software, 
CompuServe,  Connect,  ConnectSoft,  Delrina, 
Digital  Equipment  Corporation,  GE 
Information  Services,  Intuit,  General  Magic, 
Hewlett-Packard,  Hughes  Aircraft,  IBM,  I- 
NET,  Lotus,  MCI,  Michigan  State  University, 
Microsoft,  MIT,  Motorola,  National 
Semiconductor,  NEC,  Netscape,  Network 
Systems  Corporation,  Newbridge  Networks, 
Northern  Telecom,  Novell,  Oracle,  PCSI, 
Pitney  Bowes,  PIXAR,  Premenos,  Racal- 
Datacom,  Retix,  Rockwell  International, 
Semaphone,  Sierra  Wireless,  Spry,  Spyglass, 
Symantec,  SunSoft,  Terisa  Systems,  Trusted 
Information  Systems,  Unisys,  VLSI 
Technologies,  V-ONE  Corporation,  and 
WordPerfect. 

In  December  1995,  Intuit  announced  that  by 
the  second  half  of  1996  it  plans  to  offer 
banking  with  participating  financial 
institutions  via  the  Internet,  featuring 
security  based  on  RSA  Data  Security 
encryption. 

In  October  1995,  RSA  announced  that 
Motorola  had  incorporated  RSA’s  encryption 
technology  into  Signet,  Motorola’s  family  of 
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digital  signature  and  encryption  software 
products. 

In  September  1995,  RSA  signed  a distribution 
agreement  with  Spyglass,  Inc.  allowing 
Spyglass  to  sublicense  its  Enhanced  Mosaic 
and  Spyglass  Server  software  products 
bundled  with  RSA  technology  to  its  volume 
customers.  The  agreement  broadens  RSA’s 
distribution  by  tapping  Spyglass’  network  of 
customers  and  other  partners.  These  include 
OEMs,  VARs,  and  distributors  who  embed 
Spyglass  technology  in  the  products  they  sell, 
such  as  Corel,  Digital  Equipment  Corporation, 
FTP  Software,  IBM,  NEC,  Oracle,  NTT,  and 
Siemens  Nixdorf. 

Marketing  and  Sales 

RSA  sells  its  products  and  services  through  a 
direct  sales  force. 

Alliances 

In  January  1996,  the  Computing  Center  of  the 
Ministry  of  Foreign  Trade  and  Economic 
Cooperation  (MOFTEC)  of  the  People’s 
Republic  of  China  and  the  Chinese  Academy  of 
Sciences  Graduate  School’s  Laboratory  of 
Information  Security  (LOIS)  were  appointed 
RSA’s  exclusive  representatives  for  RSA 
products  in  the  People’s  Republic  and  there 
are  plans  for  cooperative  research  and 
development  between  RSA  and  LOIS. 

• MOFTEC  is  responsible  for  managing  all 
importers  and  exporters  in  China,  as  well  as 
key  trading  partners  worldwide.  RSA  will 
deliver  its  RSA  Digital  Signature 
authentication  technology,  as  well  as  data 
encryption  technology  as  allowed  by  U.S. 
export  law,  to  MOFTEC  for  use  in  securing 
its  network. 


• LOIS  and  MOFTEC  will  work  to  localize 
RSA  products  so  they  are  suited  to  the 
Chinese  market. 

• LOIS  will  develop,  in  China,  a new 
cryptographic  implementation  for  RSA  for 
use  around  the  world.  LOIS  will  also 
conduct  research  in  areas  of  cryptography 
important  to  RSA  and  MOFTEC,  including 
review  of  current  RSA  technology  as  well  as 
new  cryptographic  techniques. 

Assessment 

RSA  considers  that  its  strengths  include: 

• Strong  staff  of  mathematicians, 
cryptographers,  and  crypto-engineers 

• Highly  portable,  time-tested  cryptographic 
toolkits  and  implementations 

• Focus  on  developer  toolkits,  including 
complete  solutions  consisting  of 
Frameworks,  algorithms,  support,  and 
consulting 

• Strong  name  recognition  and  quality 
perception  in  the  developer  and  customer 
communities 

Challenges  over  the  coming  year  include: 

• Time  to  market  with  segment-specific 
toolkits  for  SET,  S/MIME,  and  Secure 
Firewalls 

• Successful  entry  into  worldwide  markets 

• Successfully  leveraging  and  complementing 
Security  Dynamics’  products  and  strategies 
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Company  Description 

Safetynet  is  Europe’s  major  provider  of 
business  continuity  and  disaster  recovery 
services. 

Safetynet  was  founded  in  1985  by  two  former 
IBM  employees,  Paul  Hearson  and  Paul 
Barry-Walsh.  The  company  originally  focused 
on  disaster  recovery  for  the  IBM  mid-range 
market.  Safetynet  has  since  expanded  its 
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activities  beyond  the  IBM  disaster  recovery 
arena  and  now  offers  a wide  range  of  business 
continuity  services,  including  contingency 
planning,  consultancy  and  systems  and 
environmental  monitoring. 

The  main  part  of  Safetynet’s  business 
originates  in  the  UK  but  the  company  has 
spread  its  geographical  reach  to  include  France 
and  Japan  where  it  has  subsidiaries.  In  Spain, 
Safetynet  has  a franchise  agreement  with  ICS 
to  run  a recovery  Centre. 

Safetynet  has  developed  a leading  position  in  a 
market  niche.  However,  the  company  is 
continually  developing  new  services  and 
solutions  while  maintaining  the  focus  on  its 
core  business  and  strengths. 

Operations  and  Structure 

When  Paul  Hearson  and  Paul  Barry -Walsh 
founded  Safetynet,  initial  finance  was  provided 
by  United  Computers  (14%)  and  Bluebird 
Software  (26%).  The  founders  later  bought  out 
the  two  finance  partners  but  sold  20%  of  the 
stock  to  Reuters  in  December  1993. 

Safetynet  originally  started  out  with  only  one 
recovery  Centre  in  the  UK.  Today,  the 
company  has  10  recovery  centers  in  Europe 
and  Japan  and  a mobile  recovery  fleet.  Exhibit 
1 shows  the  location  of  these  centers  and  their 
launch  dates. 

Safetynet’s  activities  are  grouped  into  three 
main  areas:  Consultancy  services,  systems  and 
environmental  monitoring  services  and 
disaster  recovery  services.  Of  the  company’s 
employees,  around  50%  are  technical  specialist 
and  72%  are  customer  facing.  Safetynet 
ensures  that  at  any  point  in  time  all  support 
specialist  staff  and  at  least  two  directors  carry 
pagers  for  immediate  response  to  customer 
(disaster)  problems. 


In  February  1992,  Safetynet  was  the  first  of  its 
kind  to  achieve  BS5750  (IS09002) 
accreditation. 

Exhibit  1 

Safetynet  Current  Recovery  Centers 


Location 

Launch  Date 

Manchester,  UK 

August  1988 

Chiswick,  London,  UK 

December  1988 

Madrid,  Spain  (ICS) 

March  1989 

Paris,  France  (Safetynet 
France  SA) 

March  1990 

Bracknell,  UK 

June  1991 

London,  UK  (Safetynet 
Trading  Places  pic) 

April  1993 

Mobile  Recovery  Fleet 

October  1993 

Dunfermline,  Scotland 

March  1994 

City  Recovery  Centre,  UK 

April  1994 

Douglas,  Isle  of  Man 

October  1995 

Tokyo,  Japan  (Safetynet 
Japan  KK) 

January  1996 

Source:  Safetynet 


Financial  Information 

Safetynet  has  grown  steadily  and  profitably 
over  the  past  10  years.  The  company’s  profits 
are  retained  in  the  business  and  used  to 
support  expansion  strategies  and  improved 
resources  and  recovery  centers.  At  the 
beginning  of  the  1997  financial  year,  Safetynet 
introduced  a profit-related  pay  scheme  which 
involves  97%  of  employees. 

Part  of  the  Safetynet’s  financial  success  relates 
to  a policy  of  effective  cost  management.  In 
1996,  the  company’s  gross  profit  margin  was 
47%  which  was  a slight  increase  over  1995 
(46%). 

Exhibit  1 shows  a three-year  summary  of 
Safetynet’s  financial  results. 
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Exhibit  1 


Three-year  Financial  Summary, 
1994  to  1996,  (£  million)  (FYE  31-3) 


Year 

1994 

1995 

1996 

Revenue 

9.4 

12.2 

14.2 

Annual  Growth 

62% 

30% 

16% 

Profit  before  Tax 

1.6 

2.6 

3.1 

Profit  as  % of  Revenue 

17% 

21% 

22% 

Employees  (average) 

72 

85 

101 

Revenue/  Employee  (£’000) 

131 

144 

141 

Source:  Safetynet 


Revenues  increased  by  16%  from  FY95  to 
FY96.  This  is  a much  lower  growth  rate  in 
the  previous  years.  However,  Safetynet 
remained  very  profitable  with  an  NBT  of 
22%. 

Safetynet  does  not  publish  interim  results 
but  the  company  expects  revenues  for  FY97 
of  more  than  £16  million  and  profit  before  tax 
at  around  £4  million.  This  will  continue  the 
current  steady  growth  pattern. 

In  FY96,  Safetynet  had  capital  expenditures 
of  £2.4  million  relating  to  expansion  of 
recovery  centers  and  investment  in  computer 
hardware  to  support  its  services  offerings. 

Market  Analysis 

Safetynet  does  not  disclose  its  revenue  by 
service  delivery  modes.  Exhibit  2 details 
INPUT’S  estimates  of  the  company’s  turnover 
for  services  and  software. 


Exhibit  2 

Revenues  by 

Delivery  Mode,  1996  ($  Millions) 


Delivery  Mode 

Revenues  in 
S Millions 

Share 

Customer  Services 

— Professional  Services 

6.6 

30 

— Business  Continuity 

Services 

15.4 

70 

Total  Software  & Services 

22.0 

100% 

Source:  INPUT  Estimates 
Numbers  are  rounded 


According  to  INPUT  definitions,  professional 
services  include  consultancy  services  and 
problem  management.  Business  continuity 
encompasses  services  such  as  disaster 
recovery  and  contingency  planning. 

Exhibit  3 shows  Safetynet’s  revenues  by 
geography. 
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Exhibit  3 

Revenues  by  Geographical  Area, 
1996  ($  Millions) 


Industry  Sector 

Revenues  in 
$ Millions 

Share 

United  Kingdom 

19.9 

90% 

Rest  of  Europe 

2.1 

10% 

Total  Revenue 

22.0 

100% 

Source:  Safetynet 
Percentages  are  rounded 


Safetynet  does  not  publish  its  revenues  by 
vertical  markets.  However,  the  company  has 
strong  offerings  for  the  Banking  & Finance 
sector.  The  company  also  has  strong 
presence  in  the  traditional  IBM  mid-range 
markets,  such  as  medium-sized 
manufacturing  companies. 

Key  Product  and  Services 

Safetynet’s  methodology  for  business 
continuity  is  built  around  five  points: 

• assessing  the  risk  that  could  cause  a 
disaster 

• building  resilience  to  prevent  disasters 

• making  contingency  plans 

• recovering  critical  functions,  in  case  of 
disaster 

• assisting  the  customer  to  return  to  normal 
after  a disaster. 

The  following  gives  an  overview  of 
Safetynet’s  major  services. 


Consulting  Services 

Safetynet’s  consulting  services  are  based  on 
the  theme  of  business  continuity.  The 
services  are: 

• Business  Risk  and  Impact  Assessment 
(BIRA),  resulting  in  an  Achilles  Report 
identifying  weaknesses. 

• Development  of  a Business  Continuity 
Plan 

• Plancare  which  ensures  that  the  plan  is 
kept  up  to  date 

• Plantest  where  disaster  scenarios  are  run 

• Plan  Audit  provides  regular  audit  of  the 
plan. 

Disaster  Recovery  Services 

Safetynet  originally  offered  these  services  for 
the  IBM  mid-range  market  only.  Strategic 
alliances  also  enables  services  to  be  provided 
for  SUN,  Hewlett  Packard  and  Digital 
Equipment  Corporation  and  other  systems. 

In  the  event  of  a disaster,  rendering  their 
own  facilities  inoperable,  the  services  provide 
Safetynet’s  customers  with  access  to  the 
company’s  recovery  centers  which  provides 
systems,  technical  expertise  and  office 
facilities,  essential  for  speed  of  recovery. 

An  extra  service  that  goes  towards  disaster 
prevention  it  Safetynet’s  VIGIL  Plus  systems 
and  environmental  monitoring  services.  The 
software  will  continually  monitor  computer 
systems  to  detect  hardware,  software  and 
environmental  errors.  VIGIL  Plus  will 
subsequently  alert  Safetynet’s  central 
monitoring  station  to  enable  avoiding  action 
to  be  taken. 
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The  company  has  offered  additional  disaster 
recovery  services  since  April  1993  when 
Trading  Places  Dealing  Room  disaster 
recovery  was  introduced.  In  May  1995,  PC 
LAN  disaster  recovery  was  launched  followed 
by  a service  for  call  centers  in  January  1996. 

Other  Services 

Safetynet  has  recently  launched  Gemini,  a 
remote  mirroring  service  aimed  at  the  PC 
LAN  market.  It  involves  a duplicate  server 
that  mirrors  the  customer’s  data  via  a fibber 
optic  link. 


Safetynet  has  also  launched  a Millennium 
Service.  The  company  is  offering  its 
customers  a millennium  impact  and  risk 
assessment  and  also  testing  time  in  which 
they  can  load  their  business  critical  programs 
onto  a system  at  a Recovery  Centre  and 
simulate  a millennium  scenario. 

Recent  Projects  and  Major  Clients 

Exhibit  4 shows  a selection  of  Safetynet’s 
major  clients. 


Exhibit  4 


A Selection  of  Major  Clients 


Sector 

Company 

Banking  & Finance 

Charterhouse  Bank  Limited 
Citibank 

BZW  (Barclays  Bank  pic) 
Natwest  Markets 
Daewoo  Securities  (Europe) 

Public  Administration 

Vale  Royal  Borough  Council 

Manufacturing 

Philips  Lighting  Ltd 
Gillette  UK  Ltd 
Chubb  Alarms  Limited 
BOC  Group  pic 
Rank  Hovis  Ltd 
William  Jackson  & Son  pic 

Telecommunications  & 
Media 

Harper  Collins  Publishers  Ltd 
British  Telecom  pic 
Reuters 

Transport  & Distribution 

Transport  Development  Group  pic 

Source:  Safetynet 
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Acquisitions  and  Alliances 

Recent  acquisitions  are: 

• July  1995:  Priority  Systems  Limited  was 
acquired,  thereby  strengthening 
Safetynet’s  position  in  dealing  recovery 
services. 

• October  1993:  Acquisition  of  Systems  on 
Site  (SOS)  from  Computer  Recovery 
Disaster  Solution  provided  Safetynet  with 
its  mobile  recovery  service. 

Major  strategic  alliances  include: 

• A partnership  with  Reuters  which  include 
the  development  of  Trading  Places  but 
also  the  Japanese  recovery  Centre. 

• Agreement  with  Computacenter  for  rapid 
delivery  of  PC  and  networking  equipment 
in  connection  with  the  LAN  recovery 
service. 

• Alliance  with  Aspect  Telecommunications 
for  development  of  Call  Centre  Recovery 
that  gives  the  customers’  Call  Centre 
access  to  Safetynet’s  recovery  centers  in 
case  of  disaster. 

• December  1995:  Safetynet  Japan  KK  is 
incorporated.  The  company  is  a joint 
venture  with  Reuters  and  KDD. 


INPUT  Assessment 

Safetynet  is  a unique  company.  Despite  its 
small  size  in  terms  of  both  revenues  and 
employees,  the  company  is  a leading 
European  provider  in  its  niche  market  of 
disaster  recovery. 

Safetynet  has  managed  to  steer  clear  of  a 
trap  into  which  small  independent  services 
company  sometimes  fall.  Instead  of  trying  to 
offer  a wide  selection  of  everything  the 
company  has  maintained  a strong  focus  on  its 
mission  to  be  “the  leading  international 
supplier  of  disaster  recovery  services  and 
business  continuity  planning”.  Safetynet  has 
developed  real  in-depth  expertise  in  these 
areas  and  is  continuing  to  focus  its  R&D 
efforts  with  the  same  focus. 

Safetynet  invests  most  of  its  profit  back  into 
the  business  and  is  now  also  giving  its 
employees  the  chance  to  share  its  success. 
This  shows  dedication  from  the  founders  and 
major  shareholders,  Paul  Hearson  and  Paul 
Barry-Walsh,  and  supports  a continued 
growth  path. 
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COMPANY 
* PROFILE 


Hk.  1 


THE  SANTA  CRUZ  OPERATION, 
INC. 

400  Encinal  Street 

P.O.  Box  1900 

Santa  Cruz,  CA  95061-1900 

Phone:  (408)425-7222 

Fax:  (408)  427-5448 


Chairman: 
President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Lars  Turndal 
Public  Corporation 


1,231  (3/93) 
$163,720,000 


Jim  Harris 


9/30/92 


Key  Points 


The  Santa  Cruz  Operation,  Inc.  (SCO)  has  the  largest  installed  base 
of  UNIX  systems  software  for  Intel-based  computer  systems,  with  an 
estimated  70%  share  in  the  global  Intel-based  open  software  market. 

With  its  recent  acquisition  of  IXI  Limited,  SCO  gains  leadership  in 
graphical  desktop  windowing  software  for  UNIX. 

SCO  management  believes  the  company  is  well-positioned  to 
capitalize  on  three  key  industry  trends— the  improving 
price/performance  of  Intel-based  PCs,  the  movement  of  mission- 
critical  applications  from  mainframes  and  minicomputers  onto 
networks  of  these  PCs  in  advanced  client/server  architectures,  and 
the  demand  by  customers  for  open  system  solutions. 

SCO's  sales  and  distribution  channels  include  over  4,800  resellers, 
140  VARs  and  systems  integrators,  100  distributors,  and  40  OEMs. 

In  January  1993,  Lars  Turndal,  SCO's  top  European  manager,  was 
appointed  president  and  chief  executive  officer  of  SCO  and  Jim 
Harris  was  elected  as  chairman  of  the  board. 

In  April  1993,  SCO  issued  a prospectus  in  anticipation  of  an  initial 
public  offering  of  six  million  shares  of  its  stock. 
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Company 

Description 


Strategy 


Company  History 


SCO  is  a leading  provider  of  open  systems  software.  Products  include 
advanced  32-bit  operating  systems,  networking  and  distributed 
computing  software,  user  interface  products,  and  development  and 
language  tools. 

SCO's  products  support  the  full  range  of  Intel  processors,  including  the 
recently  announced  Pentium  processor,  and  are  compatible  with 
virtually  all  Intel-based  computers  offered  by  major  hardware  vendors. 


SCO's  strategy  is  to  maintain  a leadership  position  in  the  advanced 

operating  systems  software  market.  Key  elements  of  this  strategy 

include: 

• Focusing  on  Intel-based  network  computers  because  of  their 
dominant  position  in  the  desktop  computer  market  and  their 
potential  in  the  client/server  market 

• Providing  true  open  systems  software 

• Supporting  a range  of  applications 

• Incorporating  third-party  technology 

• Providing  worldwide  distribution  and  comprehensive  support 

• Focusing  on  business  opportunities  in  enterprise  computing,  branch 
automation,  small-to-medium  businesses,  and  embedded  systems  for 
key  targeted  industries-retail,  finance  and  banking,  government, 
distribution,  telecommunications,  transportation,  and  manufacturing 

• Executing  a global  strategy  with  support  for  customers  throughout 
the  world. 


SCO  was  founded  in  1979  as  a technical  management  consulting  service 
specializing  in  applications  developed  under  UNIX. 

In  1981,  SCO  began  working  with  Microsoft  Corporation  to  develop 
and  market  XENIX,  the  first  commercial  version  of  the  UNIX 
operating  system. 

In  1983,  SCO  delivered  the  first  version  of  Microsoft's  XENIX 
operating  system,  as  well  as  XENIX-based  applications  for  8088-  and 
8086-based  microcomputers.  SCO  followed  by  introducing  XENIX  for 
the  80286  environment  in  1985  and  SCO  XENIX  386  for  80386-based 
microcomputers  in  1987. 
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Financials 


In  1989,  SCO  shipped  the  first  volume  commercial  product  licensed  by 
AT&T  to  use  the  UNIX  trademark  - SCO  UNIX  System  V/386. 

On  February  15,  1989,  Microsoft  further  strengthened  its  relationship 
with  SCO  by  purchasing  a minority  share  (less  than  20%  equity)  of 
SCO  for  an  estimated  $19.9  million.  As  part  of  the  agreement,  both 
companies  have  said  they  will  increase  resources  committed  to  joint 
technology  exchange,  product  development,  and  marketing  efforts. 

In  1990,  SCO  shipped  the  first  integrated,  graphical,  32-bit  UNIX 
system  for  Intel-based  computers-SCO  Open  Desktop. 

In  1991,  SCO  shipped  the  first  packages  software  to  support  the  new 
Intel-based  multiprocessor  computers--SCO  MPX. 

During  1991,  SCO  underwent  a corporate  restructuring,  which  included 
a reduction  of  staff  completed  in  November  1991  and  the 
discontinuance  of  several  business  applications  products. 

In  April  1993,  SCO  issued  a prospectus  in  anticipation  of  an  initial 
public  offering  of  six  million  shares  of  its  common  stock.  Estimated  net 
proceeds  to  the  company  will  be  $42.8  million. 


Total  fiscal  1992  revenue  was  $163.7  million,  a 21%  increase  over  fiscal 
1991  revenue  of  $135.6  million.  Net  income  was  $8.5  million, 
compared  to  net  losses  of  $11.1  million  for  fiscal  1991. 

• While  SCO  experienced  continued  revenue  growth  through  fiscal 
1991,  it  did  not  achieve  sustained  profitability  until  fiscal  1992,  both 
because  of  investments  in  the  company's  multichannel  distribution 
network,  as  well  as  investments  in  product  development  and 
marketing,  particularly  for  operating  systems  for  RISC 
microprocessors  and  in  business  applications. 

• The  company  achieved  a net  profit  during  1992  as  a result  of 
increased  customer  acceptance  of  SCO's  products  and  growth  in  net 
revenue,  combined  with  increased  emphasis  on  cost  controls,  higher 
productivity,  and  the  focus  on  open  systems  software  for  Intel-based 
systems. 

• A five-year  financial  summary  follows: 
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THE  SANTA  CRUZ  OPERATION,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/92 

9/91 

9/90 

9/89 

9/88 

Revenue 

$163.7 

$135.6 

$106.8 

$75.5 

$60.4 

■ Percent  change 

from  previous  year 

21% 

27% 

41% 

25% 

N/A 

Income  (loss)  before  taxes 

$9.2 

$(11.1) 

$(3.5) 

$(10.4) 

$(2.2) 

• Percent  change 

(a) 

from  previous  year 

183% 

(217%) 

66% 

(373%) 

N/A 

Net  income  (loss) 

$8.5 

$(11.1) 

$(3.5) 

$(10.2) 

$(2.5) 

• Percent  change 

from  previous  year 

177% 

(217%) 

66% 

(308%) 

N/A 

Earnings  (loss)  per 
share  (b) 

$0.32 

$(0.46) 

$(0.15) 

$(0.50) 

$(0.13) 

■ Percent  change 

from  previous  year 

170% 

(207%) 

70% 

(285%) 

N/A 

(a)  Includes  restructuring  charges  of  $2.6  million. 


(b)  Adjusted  to  reflect  conversion  of  all  preferred  stock  into  common  stock. 


• License  revenues  increased  21%  in  fiscal  1992  and  25%  in  fiscal 
1991  due  primarily  to  increased  revenue  for  SCO's  operating  systems 
and  related  products  in  the  federal  and  European  sales  channels,  as 
SCO  continued  its  shift  in  marketing  focus  towards  systems  software 
and  away  from  business  applications. 

• Services  revenue  increased  19%  during  fiscal  1992  and  478%  in 
fiscal  1991  due  primarily  to  increases  in  support  services  related  to 
SCO's  larger  installed  base. 

Research  and  development  expenses  were  $21.6  million  (13%  of 
revenue)  in  fiscal  1992,  $22.2  million  (16%  of  revenue)  in  fiscal  1991, 
and  $16.2  million  (15%  of  revenue)  in  fiscal  1990. 

Revenue  for  the  she  months  ending  March  31,  1993  reached  $88.9 
million,  a 17%  increase  over  $75.7  million  for  the  same  period  in  1992. 
Net  income  was  $7.7  million,  compared  to  $2.6  million  for  the  same 
period  a year  ago. 

SCO  estimates  that  its  revenue  for  fiscal  1993  will  increase  20%  to 
approximately  $195  million. 
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Acquisitions 


Alliances 


Employees 


Competitors 


In  February  1993,  SCO  acquired  IXI  Limited,  a software  company 
headquartered  in  Cambridge  (England)  for  1.6  million  shares  and 
options  of  SCO  common  stock. 

• IXI,  with  1992  revenues  of  $6  million  and  50  employees,  is  a leading 
provider  of  graphical  desktop  windowing  software  products  for  Intel- 
based,  RISC,  and  VMS  hardware  platforms. 

• IXI  leads  the  rapid  growth  of  the  desktop  market  for  UNIX;  in  1992, 
IXI's  installed  base  doubled  to  more  than  250,000  users.  This 
installed  customer  base  includes  major  telecommunications 
companies,  automotive  manufacturers,  oil  companies,  national  and 
international  banks,  and  various  government  agencies. 

In  May  1990,  SCO  acquired  HCR  Corporation  of  Toronto,  the  leading 
UNIX  systems  software  company  in  Canada. 


SCO's  worldwide  sales  and  distribution  channel  includes  over  4,800 
resellers,  140  value-added  resellers  and  systems  integrators,  100 
distributors,  and  40  OEMs. 

SCO  has  OEM  agreements  with  over  40  computer  manufacturers, 
including  Acer,  Altos,  Compaq,  Dell,  DEC,  Fujitsu,  Grid,  Hewlett- 
Packard,  IBM  (Europe),  Mitsubishi,  NCR,  NEC,  Olivetti,  Siemens 
Nixdorf,  Tandy,  Wang,  Xerox,  and  Zenith/Bull. 


As  of  March  31,  1993,  SCO  had  1,231  employees,  segmented  as  follows: 


Sales  and  marketing 

483 

Customer  support 

163 

Product  development 

321 

Finance,  manufacturing  and 

distribution  services,  and 

administration 

264 

1,231 

OEMs  that  offer  their  own  version  of  the  UNIX  operating  system  with 
both  their  Intel  and  RISC-based  systems  include  IBM,  Sun,  Hewlett- 
Packard,  NCR,  Livett,  and  DEC.  Many  of  these  hardware  competitors 
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also  offer  SCO's  UNIX  products,  either  through  direct  OEM 
agreements  or  indirectly  through  various  distribution  channels  used  by 
SCO. 

As  SCO's  products  penetrate  the  multi-processor  and  server  markets, 
SCO  will  increasingly  compete  with  IBM's  AS/400  and  DEC'S  VAX 
Alpha  operating  hardware  and  related  UNIX  operating  systems. 

Other  competitors  include  UNIX-based  software  from  Univel,  SunSoft, 
and  NeXT;  and  Windows  NT  from  Microsoft. 


Key  Products  and  Approximately  89%  of  SCO's  fiscal  1992  revenue  was  derived  from 
Services  software  licenses  and  11%  from  associated  support  services.  A three- 

year  summary  of  source  of  revenue  follows: 


THE  SANTA  CRUZ  OPERATION,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/92 

9/91 

9/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Licenses 

$146.2 

89% 

$120.9 

89% 

$96.8 

91% 

Services 

17.5 

11% 

14.7 

11% 

10.0 

9% 

TOTAL 

$163.7 

100% 

$135.6 

100% 

$106.8 

100% 

SCO  provides  a family  of  products  for  desktop  computers  and  servers 

within  an  open  system  architecture. 

• The  company's  products  include  operating  systems,  networking  and 
distributed  computing  software,  user  interfaces,  and  development 
and  language  tools. 

• SCO's  products  support  the  full  range  of  Intel  processors. 

■ SCO  has  shipped  over  750,000  licenses  to  multi-user  environments 
worldwide. 
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SCO  Server  Products: 

SCO  Server  Products  are  powerful  32-bit  operating  systems  that  run  on 
industry-standard  Intel-based  computers  that  function  as  servers  in 
networks.  They  provide  full  multi-user,  multitasking  capabilities.  Key 
products  in  this  category  include  the  following: 

• SCO  Open  Desktop  Service  System  is  an  integrated,  full-featured 
operating  system  designed  to  function  as  an  applications  server,  file 
server,  data  base  server,  and  communications  server.  The  system  is 
based  on  a multi-user  version  of  SCO  UNIX  and  includes  local-area 
networking,  distributed  graphical  user  interface  support,  and  MS- 
DOS  services.  It  has  a U.S.  list  price  of  $2,500. 

• SCO  UNIX  Operating  System  is  a complete  base  operating  system 
that  supports  full  32-bit  multitasking  and  multi-user  capabilities.  It 
has  a U.S.  list  price  of  $595  for  a two-user  version  and  $1,295  for  an 
unlimited-user  version. 

■ SCO  UNIX  System  (Network  Edition)  combines  the  SCO  UNIX 
Operating  System  with  popular  networking  software  packages.  It  is 
intended  to  be  used  as  a server  on  the  network  when  all  of  the 
features  of  the  .SCO'  Open  Desktop  Server  System  are  not  need.  It 
has  a U.S.  list  price  of  $2,195. 

• SCO  XENIX  System  is  a fully  functional,  32-bit  operating  system 
that  provides  full  multi-user  and  multitasking.  It  is  widely  used  in 
small,  multi-user  configurations  in  professional  offices,  point-of-sale, 
and  vertical  applications.  The  system  has  a U.S.  list  price  of  $595  for 
a two-user  version  and  $895  for  an  unlimited-user  version. 

SCO  Desktop  Products: 

SCO  Desktop  Products  are  32-bit  operating  systems  that  operate  on 
industry-standard  Intel  platforms  and  permit  users  to  run  local 
applications  and  access  services  available  on  local-  or  wide-area 
networks. 

SCO  Open  Desktop  Personal  System,  the  primary  product  in  this 
category,  is  a fully  integrated  single-user,  multitasking  operating  system 
designed  to  be  used  in  a networked  environment.  It  is  based  on  a 
single-user  version  of  SCO  UNIX  and  includes  a graphical  user 
interface,  networking  capability,  and  MS-DOS  (and  support  for  the 
Windows  interface).  The  U.S.  list  price  is  $1,300. 
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SCO  Extension  Products: 

SCO  Extension  Products  supplement  the  capabilities  of  SCO's  major 
operating  systems.  Products  include: 

• SCO  MPX,  a multiprocessing  extension  for  SCO  UNIX  System  and 
SCO  Open  Desktop 

• SCO  TCP/IP,  a network  protocol  providing  networking  support  for 
computers  running  SCO  operating  systems 

• SCO  NFS,  a network  file  system  for  SCO  UNIX  Systems 

• Microsoft  LAN  Manager  for  UNIX  Systems,  a SCO  packaged- 
product  version  of  Microsoft  LAN  Manager 

IXI  Limited's  Products: 

IXI  X.desktop,  based  on  the  OSF/Motif  windowing  system,  is  a 
hardware  independent  software  application  that  creates  an  easy-to-use 
visual  working  environment. 

IXI  Deskworks  is  a suite  of  tightly  integrated  productivity  applications 
for  users  of  workstations  running  the  OSF/Motif  graphical  user 
interface. 

Support  Services: 

SCO's  services  support  its  wide  range  of  customers,  from  small  and 
medium-sized  businesses  to  large  enterprises,  both  at  the  end  user  and 
reseller  levels. 

• Technical  support  includes  various  support  offerings  ranging  from 
bulletin  board  access  to  technical  tips  and  work  arounds,  telephone 
support,  and  major  account  support  agreements. 

• Educational  services  include  off-the-shelf  courseware  and  instruction 
guides  provided  to  end  users  and  to  approximately  140  Authorized 
Education  Centers,  which  in  turn  provide  training  and  education 
materials  to  both  end  users  and  resellers. 

• Consulting  services  consist  of  assistance,  including  on-site  technical 
personnel  for  extended  assignment,  integration,  implementation,  and 
deployment  of  applications  on  SCO  platforms,  primarily  for  branch 
automation  and  enterprise  computing  applications. 

• Developer  services  include  technical  advisory  and  support  services 
and  access  to  early  product  releases  for  application  developers. 


Page  8 of  11 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


June  1993 


THE  SANTA  CRUZ  OPERATION,  INC. 


INPUT 


Industry  Markets 


• Engineering  services  consist  of  engineering  personnel  who  assist 
OEMs  to  port  and  support  the  SCO  products  on  their  hardware 
platform. 

Support  services  are  sold  to  end  users  on  an  annual  contract  or  as 
needed  basis.  Options  are  available  to  tailor  support  to  meet  specific 
needs.  Software  updates  are  sold  separately  through  a telesales 
department.  Electronic  access  is  available  through  either  a remote  or 
local  bulletin  board  and  through  CompuServe. 

Support  for  distributors,  VARs,  OEMs,  and  integrators  includes 
engineering  services,  developer  services,  and  technical  support.  In 
addition,  SCO  works  with  qualified  third  parties  in  establishing 
Authorized  Education  Centers  and  Advanced  Product  Centers  where 
authorized  resellers  are  provided  sales,  technical,  and  educational 
training  on  SCO's  products. 

OEMs  that  support  SCO  products  include  Compaq,  Dell,  Hewlett- 
Packard,  IBM,  NCR,  NEC,  Siemens-Nixdorf,  and  Unisys. 


SCO  targets  four  major  market  segments--enterprise-wide  computing 
for  large  organizations,  usually  Fortune  500  companies,  that  require 
distributed,  open  systems  compatible  with  other  systems;  branch 
automation,  where  replicated  systems  operate  on  low-cost  platforms 
across  multiple  locations;  multi-user  systems  for  small  to  medium-sized 
enterprises;  and  embedded  systems. 

Key  targeted  industries  include  retail,  finance  and  banking, 
government,  distribution,  telecommunications,  transportation,  and 
manufacturing. 

The  SCO  sales  and  distribution  channels  focus  on  three  major  customer 
groups  as  follows: 

• Corporate  Customers--In  the  U.S.  and  for  selected  customers  across 
Europe,  SCO  has  developed  a major  account  team  that  builds  and 
manages  the  relationships  with  customers  in  targeted  industries  and 
with  SCO's  channel  partners  that  support  such  customers.  In  smaller 
markets,  this  role  is  filled  by  major  distributors.  SCO  provides  direct 
support  to  major  corporate  customers.  Support  is  also  provided  by 
OEMs,  systems  integrators,  and  VARs. 

• Government  Customers--In  the  U.S.,  SCO  has  a dedicated  account 
team  that  manages  the  relationships  with  government  agencies. 
Government  sales  outside  the  U.S.  are  managed  either  by  SCO 
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regional  management  or  by  OEMs,  major  distributors,  or  major 
resellers.  SCO  also  works  with  federal  systems  integrators. 

• Small  and  Medium-Sized  Businesses--SCO  works  with  VARs, 
resellers,  and  certified  dealers  that  develop  and/or  sell  business 
solutions  to  small  and  medium-sized  businesses. 

During  fiscal  1992,  SCO  signed  an  agreement  to  provide  software  to  the 
U.S.  government  (through  a contractor)  for  the  Reserve  Component 
Automation  System  project.  Revenue  associated  with  this  contract 
represented  11%  of  total  revenue  in  both  fiscal  1992  and  the  six  months 
ending  March  31,  1993. 


Representative  end  users  include  the  following: 

• Banking  and  finance:  Banco  do  Brasil,  Charles  Schwab,  Citibank 
(Canada,  Latin  America,  Spain),  Dean  Witter,  Dresdner  Bank  A.G., 
NASD,  National  Westminster  Bank,  Thomson  Financial,  Toronto 
Stock  Exchange 

• Telecommunications:  Bell  Atlantic,  France  Telecom,  GTE 
Telecom,  Northern  Telecom,  Rolm,  Siemens-PN 

• Retail:  Dixons,  Famous  Footware,  Goodyear,  Jiffy  Lube,  Kroeger, 
Northern  Automotive  Pep  Boys,  Radio  Boys,  Radio  Shack,  Sherwin- 
Williams,  True  Value  Hardware 

• Industrial:  Abbott  Labs,  Ford  Motor  (Europe),  Harris,  Intel 

• Energy/transportation:  Amoco  Oil,  Aral,  Atlantic  Richfield 

• Fast  food/hospitality:  Holiday  Inn,  Marriott,  McDonald's,  Pizza 
Hut,  Taco  Bell 

• Pharmacy:  CVS  Pharmacies,  Payless  Drugs,  Pharma  Plus,  Kmart, 
Rite  Aid,  Thrifty  Stores 

• U.S.  government:  Internal  Revenue  Service,  NASA,  U.S  Army 
(RCAS),  USDA,  U.S.  Passport  Office 

■ Foreign  government:  EEC,  Republic  of  China  (Census  Bureau) 
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Approximately  46%  ($75  million)  of  SCO's  fiscal  1992  revenue  was 
derived  from  the  U.S.  and  Canada,  and  54%  from  international 
sources,  including  Europe,  Japan,  Australia,  Mexico,  and  Singapore. 

In  addition  to  its  headquarters  in  Santa  Cruz,  SCO  has  U.S.  offices  in 
Atlanta,  Boston,  Chicago,  Dallas,  Detroit,  Los  Angeles,  and  Reston 
(VA). 

SCO  also  maintains  sales  and  distribution  offices  in  the  U.K.,  France, 
Germany,  Italy,  Australia,  Singapore,  Japan,  Canada,  and  Mexico. 
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SAP  America, 

Inc. 

CEO: 

Paul  Wahl 

President: 

Jeremy  Coote 

701  Lee  Road 

Suite  200 
Wayne,  PA 

19087 

Phone: 

(610)  725-4500 

Fax: 

(610)  725-4910 

Internet: 

http://www.sap.com 

Status:  Subsidiary 

Parent  SAP  AG 

Employees:  1,800(10/96) 

Revenue:  $566,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• SAP  America  is  the  largest  of  SAP  AG’s 
international  subsidiaries.  SAP  AG,  a 
global  leader  in  flexible,  integrated  business 
applications  software,  offers  two  product 
lines — the  open  client/server-based  R/3 
system  and  the  mainframe-based  R/2 
system. 

• In  January  1996,  Paul  Wahl,  a member  of 
the  SAP  AG  executive  board,  was  appointed 


CEO  of  SAP  America  following  the 
departure  of  Klaus  Besier,  CEO  and 
president  of  SAP  America  for  three  years. 
Mr.  Besier  left  SAP  America  to  pursue  other 
interests. 

• Jeremy  Coote,  formerly  executive  vice 
president,  was  named  President  of  SAP 
America  effective  February  1996. 

• R/3  Release  4.0,  scheduled  for  availability  in 
1997,  will  provide  enhancements  for 
market-driven  global  supply  chain 
management,  new  retail  and  public  sector 
industry  solutions,  and  will  deliver  new 
components  of  the  Business  Framework 
architecture. 
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• In  June  1996,  SAP  America  announced  a 
new  organizational  structure  aligned  along 
major  lines  of  business  to  focus  efforts  in 
customer  service  and  implementation 
support,  training,  sales  and  marketing,  and 
vertical  industries. 

• In  August  1996,  SAP  America  announced  a 
new  implementation  methodology  called 
AcceleratedSAP  (ASAP)  and  expanded  R/3 
implementation  services  to  help  address  the 
demand  for  support  within  its  fast-growing 
National  Accounts  segment — midsized 
companies  with  revenues  between  $200 
million  and  $2.5  billion. 

• SAP  America’s  revenue  has  grown  at  an 
average  annual  growth  rate  of  nearly  84% 
over  the  past  five  years,  with  1995  revenues 
reaching  $566  million  and  the  number  of 
North  American  product  installations  rising 
to  more  than  1,230. 

Company  Description 

SAP  America,  Inc.  markets  and  supports  the 
mainframe-based  R/2  system  and  the 
client/server-based  R/3  system — fully 
integrated  enterprise-wide  applications 
software  systems  designed  to  integrate  the 
information  needs  of  Fortune  2000  companies. 

• SAP  America  operates  as  a wholly  owned 
subsidiary  of  SAP  AG. 

• SAP  America  was  originally  established  in 
January  1988  to  market  the  R/2  system  in 
the  U.S. 

SAP  AG  was  founded  in  1972  in  Walldorf 
(Germany)  by  four  former  IBM  engineers  to 
develop  standard  applications  software. 

• SAP  AG’s  mainframe-based  R/2  system  was 
released  in  1979. 


• In  1992,  SAP  AG  delivered  its  client/server- 
based  R/3  system  three  months  ahead  of 
schedule — effectively  beating  key 
competitors  to  market  in  the  client/server 
computing  environment. 

• SAP  AG’s  1995  revenues  reached  $1.89 
billion  ($  U.S.),  up  significantly  over  1994 
revenue  of  $1.13  billion. 

• SAP  AG  currently  has  more  than  7,800 
employees  at  offices  in  more  than  40 
countries  worldwide  and  more  than  6,000 
customers  in  more  than  50  countries. 

Organization  and  Structure 

In  June  1996,  SAP  America  announced  a new 
organizational  structure  that  continues  the 
company’s  transition  from  a client/server 
software  vendor  to  a global  provider  of 
enterprise  solutions. 

SAP  America’s  new  organization  consolidates 
its  four  U.S.  geographic  regions  (Northeast, 
Southern,  Midwest,  and  Western)  into  one 
integrated  organization  to  provide  flexibility 
and  increased  resources  for  existing  and  new 
customers. 

The  Industry  Marketing  group,  headed  by 
Jane  Biddle,  concentrates  on  the  specific 
needs  of  customers  in  the  following  industries: 
discrete  manufacturing  (automotive  and  high 
technology),  process  manufacturing 
(chemical/pharmaceutical  and  oil  and  gas), 
consumer  goods,  utilities,  and 
telecommunications.  This  group  manages 
industry  programs,  events,  and  marketing 
services  for  each  industry  branch. 

The  Emerging  Markets  organization,  led  by 
VP  Jim  Soenksen,  concentrates  on  building 
infrastructure  to  enhance  SAP’s  presence  in 
three  key  industries:  financial  services, 
health  care,  and  the  public  sector. 
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The  SAP  Professional  Services  Organization, 
headed  by  VP  Eileen  Basho,  has  been 
expanded,  refocused,  and  realigned  to  address 
the  increasing  needs  of  SAP  customers  to 
implement  R/3  rapidly. 

SAP  America  also  realigned  its  four  formerly 
distinct  geographic  sales  regions, 
consolidating  efforts  into  global  and  national 
accounts. 

• EVP  Peter  Dunning  leads  the  Global 
Accounts  sales  division,  concentrating  on 
large  multinational  organizations. 

• The  National  Accounts  group,  led  by  VPs 
Bob  Salvucci  and  Mike  Tolbert,  focuses  on 
medium-sized  companies  with  revenues 
between  $200  million  and  $2.5  billion. 

Headquartered  in  Wayne  (PA),  SAP  America 
has  U.S.  offices  in  Atlanta  (GA),  Boston  (MA), 
Chicago  (IL),  Cincinnati  and  Cleveland  (OH), 
Dallas  and  Houston  (TX).  Denver  (CO),  Foster 
City  and  Newport  Beach  (CA),  Minneapolis 

(MN) ,  Parsipanny  (NJ),  Philadelphia  and 
Pittsburgh  (PA),  Seattle  (WA),  and  St.  Louis 

(MO) . 

SAP  America  also  has  a Development  Center 
in  Foster  City  (CA). 

The  following  wholly  owned  subsidiaries 
report  to  SAP  America: 

• SAP  Canada  is  headquartered  in  Toronto 
(Ontario).  District  offices  are  in  Vancouver, 
Calgary,  Ottawa,  and  Montreal. 

• SAP  Mexico  is  headquartered  in  Mexico 
City.  Additional  offices  are  in  Buenos  Aires 
(Argentina)  and  Sao  Paulo  (Brazil). 

• SAP  Australia  has  regional/district  offices  in 
Sidney  and  Melbourne. 


Company  Strategy 

The  company’s  corporate  mission  is  to 
“provide  high-quality  software  technology  and 
support  services  that  allow  organizations  to 
quickly,  easily,  and  cost  effectively  support 
their  existing  and  emerging  business  needs.” 

SAP  America  is  committed  to  the  business 
applications  arena  and  to  understanding  the 
challenges  facing  businesses  in  implementing 
enterprise  technology  solutions.  Elements  of 
SAP  America’s  strategy  include: 

• Continuing  to  promote  and  enhance  R/3 
client/server  offerings,  including  significant 
investments  in  research  and  development 

• Targeting  and  expanding  within  specific 
vertical  markets  through  its  Industry 
Centers  of  Expertise  program  to  speed 
implementations  and  provide  specific 
solutions  for  target  industries 

• Extending  market  coverage  to  small  and 
medium-sized  organizations 

• Working  closely  with  partners  to  help 
implement  and  support  its  products 

• Expanding  geographically  to  support 
customers  on  a local  basis 

The  Business  Framework  is  SAP’s  strategic 
product  architecture  for  next-generation 
business  solutions. 

• It  provides  an  agile  business  infrastructure 
that  can  respond  quickly  to  new  business 
demands  and  can  be  easily  changed  or 
expanded  without  disrupting  the  course  of 
business. 

• The  building  blocks  of  the  new  architecture 
include  independent  business  components, 
integration  technologies,  and  open 
interfaces,  which  collectively  provide  an 
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agile,  standards-based  environment  through 
which  R/3  and  third-party  software 
components  will  dynamically  interoperate. 

• The  Business  Framework  will  allow 
customers  to: 

- Reduce  the  time  required  to  deploy  and 
continuously  improve  business  processes 
over  time 

- Dynamically  reconfigure  live  R/3  systems 
without  disruption  of  business 

- Improve  system  maintainability  by  using 
components  on  different  release  cycles 

- Reduce  total  ownership  costs  through  R/3’s 
increased  flexibility  and  options 

- Choose  from  a range  of  complementary 
software  offered  by  other  vendors  to 
collaborate  and  interoperate  within  the 
Business  Framework 

• The  Business  Framework  uses  business 
components — configurable  software 
application  modules  that  collaborate  via 
standard  interfaces — to  provide  its  agility 
and  flexibility  while  maintaining  application 
integration. 

• There  are  four  types  of  components:  Multi- 
Industry  Components.  Industry-Specific 
Components,  Internet  Components,  and 
Complementary  Components. 

To  address  the  needs  of  corporations  that 
require  integrated,  off-the-shelf,  open  system 
solutions  that  are  easily  and  quickly  adapted 
to  new  business  processes,  SAP  has 
concentrated  on  two  key  areas — robust 
product  functionality  and  open,  integrated, 
flexible  solutions. 


• SAP  software  provides  real-time  integration 
of  all  business  applications  and  can  become 
fully  integrated  with  multiple  operating 
systems,  software,  and  technologies. 

• SAP  has  developed  an  extensive  library  of 
more  than  800  predefined  business 
processes  spanning  each  functional  software 
area.  These  processes  may  be  selected  from 
the  SAP  library  and  included  within 
installed  SAP  applications,  tailoring  the 
application  solution  to  the  user’s  specific 
requirements. 

• SAP  products  address  the  needs  of  global 
businesses.  The  complete  suite  of  SAP 
applications  is  available  in  14  languages, 
including  Japanese  (Kanji)  and  other 
double-byte  characters.  The  products 
support  multiple  currencies  simultaneously 
and  automatic  handling  of  country-specific 
import/export,  tax,  and  legal  requirements. 

In  addition,  SAP  is  embracing  the  beginning 
of  Europe’s  three-year  program  to  gradually 
introduce  a single  currency  throughout  the 
European  Union.  The  monetary  union  will 
affect  virtually  all  corporate  areas  and  SAP 
has  been  collaborating  with  other  companies 
and  associations  to  define  the  requirements  of 
the  European  monetary  union  for  enterprise 
business  applications  software.  SAP’s 
products  will  offer  customers  a smooth 
transition  from  local  currencies  to  the  new 
Euro. 

Internet  Strategy 

SAP  is  also  working  to  incorporate  and 
integrate  intranet  and  Internet  technologies 
into  business  solutions  for  R/3  customers. 

R/3  Release  3.1  is  SAP’s  foundation  for 
business  on  the  Internet  and  will  be  available 
in  the  latter  part  of  1996.  Version  3.1  extends 
the  functionality  of  R/3  and  makes  it  available 
over  the  Internet.  Furthermore,  it  delivers  a 
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foundation  for  consistent  business  processes 
that  are  enabled  through  the  Internet. 

• SAP’s  Internet  solution  provides  enhanced 
business  opportunities  for  business-to- 
business,  consumer-to-business,  and 
intranet  applications.  With  3.1,  SAP  will 
deliver  more  than  25  Internet  components 
covering  a range  of  financial  accounting, 
supply  chain  management,  and  human 
resources  functions. 

• Examples  of  Internet  Application 
Components  include: 

- Consumer-to-business:  Shopping  Basket 
Based  on  Electronic  Product  Catalogs 
(supply  chain  management),  Service  Calls 
(supply  chain  management),  Interactive 
Requests  (financials) 

- Business-to-business:  Procurement 
Process  to  Preferred  Vendors  (supply 
chain  management),  Special  Stock 
Inquiries  (supply  chain  management), 
Bank  Data  Transfer  (financials),  Internet 
KANBAN  (supply  chain  management) 

- Intranets:  Employment  Opportunities 
(human  resources),  Whos  Who  (human 


resources),  Ad  Hoc  Reports  (financials), 
Reporting  Actuals  (financials) 

Both  internally  and  with  its  partners,  the 
company  is  defining  and  creating  a number  of 
Internet  standards-based  interfaces, 
applications,  and  business  processes,  called 
BAPIs  (Business  Application  Integration) 
that  will  extend  the  usefulness  of  R/3  in 
entirely  new  ways  and  to  new  classes  of 
customers.  BAPIs  define  an  open  business 
standard  for  direct  communication  between 
business  applications  from  different  suppliers. 

In  October  1996,  SAP  outlined  its  professional 
services  strategy  to  expedite  the  creation  and 
implementation  of  R/3-based  Internet  and 
intranet  solutions.  Services  include  a 
technology  review,  infrastructure  planning, 
installation  of  new  SAP  tools,  customization  of 
Internet  components,  and  assistance  with  the 
integration  of  other  SAP  technology. 

Financials 

SAP  America’s  1995  revenue  reached  an 
estimated  $566  million,  a 52%  increase  over 
1994  revenue  of  $367  million.  A five-year 
revenue  summary  follows: 


SAP 

Five-Year  Revenue  Summary 

($  Millions,  U.S.) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

SAP  America  revenues 

$566 

$367 

$140 

$59 

$50 

• Percent  change  from 
previous  year 

52%* 

157%* 

137% 

18% 

150% 

SAP  AG  revenues 

$1,887 

$1,133 

$665 

$532 

$443 

* Currency  exchange  accounts  for  discrepancy  in  percent  change ; growth  calculated  in  Dms. 
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SAP  America  attributes  revenue  growth  to: 

• Its  integrated,  robust  international  product 

• A flexible,  scalable  client/server 
architecture 

• The  strength  and  vision  of  the  company 

Research  and  development  expenditures 
were  approximately  16%  of  revenue  in  1995, 
compared  to  22%  of  revenue  in  1994  and  25% 
of  revenue  in  1993. 


Revenue  Analysis  by  Product / Service 

Approximately  75%  of  SAP  America’s  1995 
revenue  was  derived  from  applications 
software  product  sales  and  25%  from 
consulting,  training,  and  professional 
services. 

• In  North  America,  approximately  95%  of 
total  revenue  was  from  R/3  system  sales 
and  5%  from  R/2  system  sales. 

• A three-year  summary  of  source  of  revenue 
by  product/service  for  SAP  America’s 
parent  company  (SAP  AG)  follows: 


SAP  AG 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  products 
- R/3  System 

$1,151.4 

61% 

$603.8 

53% 

$185.3 

28% 

- R/2  System 

189.9 

10% 

195.6 

18% 

228.7 

34% 

Professional  services 

508.4 

27% 

305.7 

27% 

251.0 

38% 

Other 

37.0 

2% 

28.4 

2% 

— 

-- 

Total 

$1,886.7 

100% 

$1,133.5 

100% 

$665.0 

100% 

Interim  Results 

SAP  America’s  revenue  for  the  six  months 
ending  June  30,  1996  reached  approximately 
$294  million. 

Market  Financials 

Approximately  80%  of  SAP  America’s 
revenue  is  derived  from  the  discrete  and 
process  manufacturing  industries.  The 
remaining  20%  of  revenue  comes  from 
utilities,  universities,  city  government, 
health  care,  and  services. 


SAP  America  has  manufacturing  clients  in 
the  oil  and  gas,  chemical,  pharmaceutical, 
consumer  packaged  goods,  automotive,  high- 
tech,  and  electronics  industries. 

Geographic  Markets 

Approximately  86%  of  SAP  America’s  1995 
revenue  was  derived  from  the  U.S.,  6%  from 
Canada,  6%  from  Australia,  and  2%  from 
Mexico. 
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Employees 

As  of  December  31,  1995,  SAP  America  had 
approximately  1,400  employees,  up  from 
approximately  1,000  in  December  1994. 

The  company  currently  has  approximately 
1,800  employees. 

Key  Products 

Applications 

SAP  offers  two  integrated  business 
applications  software  product  lines — the  R/2 
system  for  mainframes  and  the  R/3  system 
for  open  client/server  environments. 

• The  application  modules  for  these  systems 
run  separately  and  on  top  of  the  Basis 
System  middleware,  which  contains  the 
development  tools  for  the  systems  and 
provides  interface  capabilities  to  access 
SAP’s  development  environment,  data 
dictionary,  and  customization  and 
centralized  tables. 

• The  R/3  system  runs  on  a range  of 
platforms,  including  IBM  AIX  and  AS/400, 
HP-UX,  Sun  Solaris,  Windows  NT,  Data 
General  (NT),  Digital  UNIX,  AT&T  (NT), 
Bull  BOS/x  and  SNI  SINIX,  and  is 
compatible  with  various  databases, 
including  DB2400,  SQLServer,  ORACLE, 
INFORMIX,  and  AD  ABAS. 

• The  R/2  system  runs  on  IBM  370/390  and 
compatible  systems  under  VSE/SP,  MVS, 
MVS/XA,  MVS/ESA,  CICS,  and  IMS/DC, 
and  is  compatible  with  various  databases, 
including  VSAM,  DL1,  ADABAS,  IMS/DB, 
and  DB2. 

R/3’s  three-tiered  client/server  architecture 
separates  the  machines  on  a system  into 
three  function  groups — database, 
application,  and  presentation. 


• Databases  reside  on  central  servers  or 
mainframe  computers.  Application 
servers  hold  the  processing  logic  of  the 
system,  preparing  and  formatting  data  for 
individual  offices  or  departments. 
Presentation  servers,  typically 
workstations  or  personal  computers, 
handle  all  the  tasks  related  to  the 
presentation  of  data,  including  user 
interfaces  to  access  complex  applications 
and  data. 

• SAP  has  incorporated  international 
standards  into  R/3,  including  ANSI-C 
programming  language,  ANSI-SQL 
database  manipulation  language, 

Windows  3.1  presentation  manager, 
Macintosh,  OSF  Motif  presentation 
interfaces  and  EDI,  SNA-LU.6,  CPI-C,  and 
OSF/DCE/DME  communication  standards. 

• As  previously  mentioned,  SAP  is 
embracing  plans  for  the  monetary  union  in 
Europe. 

• SAP  foresaw  the  year  2000  issue  many 
years  ago.  R/3  has  been  year  2000- 
compliant  from  the  first  release  and  R/2 
since  1991. 

• SAP  offers  the  Remote  Function  Call 
Software  Developer  Kit,  a standard 
interface  that  enables  customers, 
consultants,  and  independent  software 
vendors  to  carry  out  individual  extensions 
to  SAP  business  applications  that  support 
direct  communication  with  the  function 
modules  of  R/3. 

• R/3  Analyzer  is  a tool  to  help  customers 
introduce  R/3  to  the  enterprise.  R/3 
Analyzer  lets  users  compare  the  standard 
functions  offered  by  the  R/3  system  with 
specific  business  requirements. 
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• Accelerate dSAP  is  SAP’s  new  rapid 
implementation  process  for  the  R/3 
system.  It  uses  a step-by-step  roadmap, 
together  with  tools,  templates,  and 
questionnaires,  to  accelerate  R/3 
implementations. 

In  October  1994,  SAP  introduced  a new, 
streamlined  pricing  structure  for  its  R/3 
system  that  includes  a user-based  license 
structure  along  with  new  alternatives  for 
large  customers  purchasing  the  full  suite  of 
R/3  applications  for  enterprise-wide  use. 

• Under  Individual  Contract  Pricing, 
customers  license  application  functional 
blocks  at  a set  price  per  application 
(ranging  from  $22,500  to  $72,000  per 
major  function  block).  This  list  price 
includes  access  for  a set  number  of  named 
users  per  application  and  companies  may 
license  access  for  additional  named  users 
for  a fixed  fee  per  user. 

• Enterprise  Value  Contract  Pricing  is 
applied  only  to  enterprise-wide  licenses 
totaling  more  than  $1.75  million  and 
licenses  the  complete  suite  of  R/3  business 
applications  at  a flat  fee. 

Applications  supported  by  the  R/3  and  R/2 
systems  are  summarized  in  Exhibit  A on  the 
following  page  and  include  the  following: 

• The  SAP  Accounting  System  offers  a range 
of  solutions  for  mission-critical  corporate 
financial  operations,  including  general 
ledger,  accounts  payable,  accounts 
receivable,  etc. 

• The  SAP  Human  Resources  Management 
System  is  an  integrated  system  that 
supports  all  planning,  administration  and 
processing  responsibilities  for  human 
resource  departments,  including  the 
selection  and  administration  of  applicants, 


management  of  master  and  time  data, 
payroll  and  training  and  career  planning. 

• The  SAP  Materials  Management  and 
Logistics  System  supports  an  integrated 
supply  chain  for  the  procurement, 
manufacturing,  sales,  and  distribution  of 
goods  and  services. 

R/3  Release  4.0,  scheduled  for  availability  in 
1997,  will  provide  enhancements  for  market- 
driven  global  supply  chain  management, 
new  retail  and  public  sector  industry 
solutions,  and  will  deliver  new  components 
of  the  Business  Framework  architecture. 

• R/3  4.0  offers  new  functionality  and 
Internet  capabilities  to  improve  supply 
chain  management  and  time  to  market, 
and  financial  enhancements  for  corporate 
treasurers  and  controllers. 

• R/3  4.0  will  offer  the  new  R/3  Retail 
Solution  to  support  retailers’  core  business 
processes,  such  as  sourcing,  planning,  and 
tracking  merchandise  movement  along  the 
entire  value  chain. 

• The  new  Public  Sector  solution  manages 
administrative  and  budgeting  processes 
commonly  performed  by  agencies  and 
organizations  in  national  and  state 
governments,  universities,  and  nonprofit 
organizations. 

• SAP  will  introduce  new  Business 
Components  with  R/3  4.0  that  encapsulate 
significant  R/3  functionality  into  separate 
modules  for  improved  flexibility,  easier 
maintainability,  and  faster 
implementation.  New  component 
functionality  is  planned  for  human 
resources,  product  data  management, 
treasury  management,  global  ATP  server, 
reporting  server,  and  the  Business  Process 
Workbench. 
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Exhibit  A 

SAP  Software  Applications 


Product/Application  Area 

Product/Application  Area 

SAP  Accounting  System 

SAP  Materials  Management  and  Logistics 

Asset  Management  System 

System 

- Fixed  Asset  Accounting 

Materials  Management  System 

- Investment  Control 

- Purchasing 

- Technical  Asset  Management 

- Purchasing  Information  System 

Financial  Accounting  System 

- Invoice  Verification 

- General  Ledger 

- Inventory  Management 

- Extended  G/L 

- Warehouse  Management 

- Accounts  Receivable 

- EDI 

- Accounts  Payable 

Plant  Maintenance 

- Financial  Controlling 

- Preventative  Maintenance 

- Financial  Assets  Management 

- Technological  Cycle 

- Consolidation 

- Capacity  Resource  Planning 

- Financial  Resources  Management 

- Work  Order  Cycle 

Controlling  (Management  Accounting) 

- Order  Management 

- Cost  Center  Accounting 

Production  and  Planning  Control 

- Activity-Based  Costing 

- Capacity  Requirements  Planning 

- Order  and  Project  Accounting 

- Material  Requirements  Planning 

- Product  Cost  Accounting 

- Product  Costing 

- Profitability  Analysis 

- Shop  Floor  Control 

- Profit  Center  Accounting 

- Sales  and  Operations  Planning 

- Corporate  Management 

- Demand  Management 

- Business  Planning  and  Control 

- Capacity  Leveling 

- Repetitive  Manufacturing 

SAP  Human  Resources  Management  System 

Benefits 

Master  Data  and  Time  Recording 
Organization  and  Planning 
Planning  and  Controlling 
Payroll 

Personnel  Administration 

- Configuration 

- Service  Management 

- Valuation 
Quality  Management 

- Inspection  Planning/Management 

Sales  and  Distribution 

Personnel  Development  Planning 

- Billing 

Reporting,  Evaluations  and  Statistics 

- Shipping 

Seminar  Management 

- Sales  Information  System 

Time  Management 

- Sales  Order  Processing 

Travel  Expenses 

- Sales  Support 

Workforce  Planning 

- Inventory  Management 

International  Gross  Payroll  Accounting 

- Warehouse  Management 

Information  Systems 

Project  System 

EIS 

Open  Information  Warehouse 

- Planning  and  Forecasting 
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Application  Development 
Tools / Middleware  / Other 

SAP  also  offers  the  ABAP/4  Development 
Workbench  (ABAP/4  DW),  a client/server 
development  tool  for  open,  portable  and 
highly  scalable  client/server  applications. 
ABAP/4  DW  is  an  integrated,  repository- 
based,  graphical  development  environment 
that  was  used  to  create  R/3  and  is  available 
as  a standalone  product. 

The  Business  Engineering  Workbench  is 
SAP’s  working  environment  for  faster, 
easier  implementation  of  the  R/3  system.  It 
provides  a superset  of  working  functionality, 
including  business  objects  and  processes  for 
configuring  the  system;  graphical  tools  for 
viewing,  configuring,  and  verifying  all 
aspects  of  the  R/3  system;  methodologies  for 
customizing  the  R/3  system;  and  an  open 
API  that  enables  R/3  to  be  integrated  easily 
with  external  systems. 

Industry  Centers  of  Expertise 

SAP’s  Industry  Centers  of  Expertise  (ICOE) 
program  leverages  SAP’s  business 
applications  and  long-term  partnerships 
with  leading  consulting  companies  in  key 
industry  areas  as  well  as  the  experience  of 
customers  who  are  leaders  in  each  vertical 
market. 

Each  ICOE  is  located  in  cities  widely 
considered  headquarters  for  the  vertical 
industry.  SAP  America  has  introduced 
ICOEs  for  the  Automotive,  Financial 
Services,  High  Technology  & Electronics,  Oil 
& Gas,  Utilities,  Consumer  Products  and 
Retail,  Health  Care,  and  Process  Industries. 

• The  Automotive  ICOE  is  based  in  Detroit 
(MI). 

• The  Financial  Services  ICOE  is  based  in 
Philadelphia  (PA). 


• The  High  Technology  & Electronics  ICOE 
is  based  in  Foster  City  (CA). 

• The  Oil  & Gas  ICOE  is  based  in  Houston 
(TX)  and  Calgary  (Canada). 

• The  Utilities/Telecommunications  ICOE  is 
based  in  Toronto  (Canada). 

• The  Consumer  Products  and  Retail  ICOE 
is  based  in  Chicago  (IL). 

• The  Health  Care  ICOE  is  based  in  Boston 
(MA). 

• The  Process  Industries  ICOE  is  based  in 
New  Jersey. 

Various  consulting  firms  participate  in  the 
ICOEs,  including  Andersen  Consulting, 
Coopers  & Lybrand,  ICS  Deloitte,  IBM 
Consulting.  Ernst  & Young,  CAP  GEMINI, 
KPMG  Peat  Marwick,  Digital,  and  Price 
Waterhouse. 

Key  Services 

SAP  America’s  Professional  Services 
Organization  has  been  expanded,  refocused, 
and  realigned  to  address  the  needs  of  SAP 
customers  to  implement  R/3  rapidly. 

• The  unit  works  with  and  promotes  its 
partners  as  key  implementers  in  both 
national  and  global  markets. 

• The  Professional  Services  Organization 
also  provides  application  consulting  to 
customers  and,  in  special  cases, 
exclusively  provides  project  management 
and  consulting  resources  to  complete 
accelerated  implementation  projects. 

To  enable  accelerated  R/3  implementations, 
the  Professional  Services  Organization  has 
five  specialized  consulting  groups  to  provide 
the  most  targeted  expertise  for  different 
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customer  and  market  requirements, 
including  the  following: 

• The  Emerging  Technology  group  assists 
customers  with  the  design  and 
implementation  of  electronic  commerce 
needs  including  the  Internet,  workflow, 
and  application  link  enabling  (ALE). 

• The  Basis  Technology  group  extends  basic 
installation  tuning  and  ABAP/4  support  to 
include  increased  technical  planning  and 
performance  management  consulting. 

• The  Platinum  Consulting  group  conducts 
nationwide  project  reviews  and  specialty 
consulting,  troubleshooting,  and  guidance 
on  integration  and  cross-application 
issues. 

• Field  Consulting  provides  increased 
presence  and  greater  involvement  for  local 
customers’  projects. 

• The  Global  Support  group  works  with 
Global  Logo  Partners  to  provide  guidance 
to  CIOs  and  business  executives  by 
offering  high-level  project  management  on 
large  enterprise-wide  rollouts  of  R/3. 

By  realigning  according  to  market  size,  SAP 
Professional  Services  provides  customized 
assistance  according  to  customers’  needs 
and  resources. 

• Global  Accounts — R/3  implementations  in 
these  large  multinational  firms  continue  to 
be  led  most  frequently  by  SAP  Global  Logo 
Partners.  SAP  now  offers  the  services  of 
dedicated  Global  Support  Manager  (GSM) 
for  the  deployment  strategy,  shared  best 
practices  and  lessons  learning,  and 
coordination  of  resources  from  both  SAP 
and  partners  worldwide. 


• National  Accounts — For  companies  with 
revenues  between  $200  million  and  $2.5 
billion,  SAP  will  focus  on  supporting 
accelerated  R/3  implementations 
independently  or  in  cooperation  with 
smaller  national  partners  and  logo 
partners. 

• Small  Enterprises — For  small  enterprises, 
SAP  has  made  R/3  easier  to  evaluate, 
purchase,  implement,  and  use,  allowing 
these  companies  to  take  full  and  cost- 
effective  advantage  of  R/3.  The  new 
Certified  Business  Solutions  program 
includes  the  unveiling  of  SAP’s  first  North 
American  indirect  channel — these 
resellers  are  certified  business  solutions 
providers,  offering  customers  one-stop 
shopping  that  includes  new  service  and 
support  structures.  In  addition,  this 
program  introduces  a market-focused 
implementation  methodology  and  several 
new  tools  for  software  configuration, 
system  administration,  and  data 
conversion. 

SAP  system  consultants  assist  in  all  areas  of 
support,  including  presales  assistance, 
technical  and  applications  consulting, 
software  upgrade  installation,  and  education 
and  training. 

SAP  software  customers  receive  software 
maintenance  free  of  charge  for  six  months 
from  the  date  of  software  delivery.  After  the 
first  six  months,  maintenance  services  are 
available  annually  for  15%  of  the  annual 
license  fee. 

Product  release,  product  availability,  and 
functionality  information  is  provided  via 
InfoLine,  a Lotus  Notes-based  service. 

SAP’s  Early  Watch  is  a service  that  provides 
R/3  customers  with  on-line  proactive  system 
diagnosis,  supporting  customers  from 
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installation  through  full  system 
implementation  and  production.  Early 
Watch  monitors  and  analyzes  system 
performance  to  catch  problems  before  they 
become  critical. 

SAP  has  redesigned  its  training  curriculum 
and  developed  a new  Project  Team  Training 
concept  for  R/3  Release  3.0. 

• Three  levels  of  training  are  included: 

- Introductory  courses  provide  an  overview 
of  the  features  and  functions  of  the  R/3 
system,  the  services  and  support 
available  to  customers,  the 
implementation  framework,  and  SAP- 
specific  terminology. 

- Core  business-process  courses  give 
participants  the  skill  they  need  to  apply 
R/3  to  their  own  company’s  business 
processes.  Courses  include  Customer 
Order  Management,  Procurement, 
Human  Resources  Management, 
Manufacturing  Planning,  Manufacturing 
Execution,  Financial  Management 
Accounting,  and  Reporting. 

- Advanced  courses  help  project  team 
members  acquire  specific  expertise  to 
support  unique  requirements.  More 
than  100  advanced  courses  are  offered. 

• Project  Team  Training  courses  are 
available  in  SAP  regional  training  centers 
in  the  metropolitan  areas  of  Atlanta, 
Boston,  Chicago,  Philadelphia,  San 
Francisco,  Calgary,  and  Toronto.  Training 
will  soon  be  available  at  client  sites. 

SAP’s  Service  2000  program  features: 


• Regular  worldwide  satisfaction  surveys 

• Customer  satisfaction-based  incentive 
plans 

• On-line  support  services 

• Company-wide  optimization  of  business 
processes  within  SAP 

• Early  Watch/system  monitoring  tools 

• Partner  academy/certification  programs 

• Customer  focus  groups 

• Hotline 

• SAP  access  via  Lotus  Notes 

• Customer  advisory  board 

In  addition  to  its  own  services,  SAP  America 
partners  also  provide  a range  of  consulting, 
installation,  and  training  services. 

Clients 

SAP  America  currently  has  more  than  670 
customers  throughout  North  America,  up 
from  approximately  300  a year  ago. 

Approximately  95%  of  these  are  R/3  System 
customers.  A number  of  R/2  customers  also 
have  R/3  installations. 

A sampling  of  R/3  clients  is  shown  in 
Exhibit  B on  the  following  page. 

Marketing  and  Sales 

SAP  America  markets  its  products  and 
services  through  a direct  sales  force. 


• Growing  service  support  centers 
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Exhibit  B 

SAP  America  R/3  Clients 


Industry/Client 

Automotive 

BMW  North  America 
Volkswagen  Mexico 
Allied  Automotive 
ACME  Steel 

Delphi  Automotive  Europe 

Consumer  Products  and  Retail 

Boston  Beer  Company 
Colgate-Palmolive 
Cultor  Foods 
Revlon 

Chesebrough  Ponds 
Eastman  Kodak 
Procter  & Gamble 
Reebok 
Borden 

High-Tech/Electronics 

Accugraph 
Apple  Computers 
Banyan  Systems 
Bay  Networks 
CalComp 
Digital  Equipment 
Fujitsu  Microelectronics 
Hewlett-Packard 
IBM 

Informix 

Intel 

Intergraph 

Intersolv 

Micrografx 

Microsoft 

Synopsys 

UB  Networks 

Wang 


Industry/Client 

Oil  & Gas 

Chevron 

Crown  Central  Petroleum 
Elf  Lubricants 
Lyondell  Petrochemical 
Imperial  Oil 

Process  Industries 

Cataphote 
Merck 
Ciba-Geigy 
Hoechst  Celanese 
Hercules 

Lakes  Chemical  Corp. 

Union  Carbide 
Cerdec 

Utilities/Telecommunications 

Lucent  Technologies 
Ontario  Hydro 
PG&E 

Westcoast  Energy 
Trans  Canada  Pipeline 
Manitoba  Hydro 

Other 

The  City  of  Phoenix 
Methodist  Health  Systems 
Mercedes-Benz  Lease  Finanz 
Molex 

The  Seattle  Times 
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Alliances 

SAP  America  works  closely  with  its  various 
partners  to  provide  support  to  its  software 
clients. 

SAP  America’s  various  partners  are 
summarized  in  Exhibit  C on  the  following 
page. 

At  present,  SAP  actively  works  with  six 
types  of  partner  firms: 

• Hardware  Partners  are  leading  vendors 
who  provide  the  computing  hardware 
necessary  to  meet  a customer’s  system 
requirements.  These  partners  have 
developed  dedicated  organizations  to 
provide  strong  SAP  support,  from  product 
selection  to  system  set-up,  installation, 
and  ongoing  performance  tuning. 

• Consulting  Partners  are  business  and 
technology  consulting  firms  that  provide 
assistance  in  all  phases  of  an  R/3 
implementation  product,  including  going 
live,  training,  and  education.  Many 
partners  maintain  SAP  solution  centers 
devoted  to  specific  industries  and  business 
needs.  SAP  groups  its  consulting  partners 
into  three  categories,  based  on  business 
scope: 

- Global  Logo  Partners  are  the  largest  and 
most  experienced  consulting  partner 
firms,  with  multinational  and  multi- 
industry SAP  support  capabilities. 

- National  Logo  Partners  are  large  firms 
with  the  resources  and  capabilities  to 
provide  SAP  support  services  throughout 
one  particular  country. 

- Implementation  Partners  are  firms 
providing  more  localized  or  specialized 
SAP  support,  such  as  in  one  region  of  a 
country  or  in  a specific  industry. 


• Certified  Business  Solution  Providers  are 
vendors  who  provide  complete  support  for 
SAP’s  R/3  product  to  small  and  midsized 
companies.  These  vendors  are  authorized 
to  sell  SAP’s  products  and  provide  all 
services  required  to  implement  and  use 
SAP’s  business  solutions. 

• Technology  Partners  include  vendors  of 
database,  operating  systems,  networking, 
and  other  information  technology 
products.  SAP  collaborates  closely  with 
these  partners  to  ensure  the  seamless 
integration  of  their  products  with  SAP’s 
software  solutions. 

• SAP’s  Complementary  Software  Program 
enables  independent  software  vendors  to 
interface  their  products  with  SAP’s 
product  line.  SAP  differentiates  between 
three  opportunities  to  partner  with  SAP  as 
a software  vendor: 

- Software  vendors  who  have  created  a 
product  with  an  external  interface  to  R/3 
connecting  with  a standard  Business  API 
(application  API)  of  the  R/3  system  have 
the  opportunity  to  become 
complementary  software  vendors  wTith  a 
certified  interface. 

- Development  partners  are  vendors  who 
have  SAP  executive  management 
support  to  develop  required  integration 
to  R/3  and  a contractual  relationship 
with  SAP. 

- Independent  software  vendors  are  those 
vendors  who  desire  to  build  an  interface 
to  R/3  in  an  area  where  SAP  does  not 
presently  plan  to  offer  a standard 
Business  API  and  is  not  choosing  to 
pursue  direct  relationships  actively. 
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Exhibit  C 

SAP  America  Partners 


Technology  Partners 

Hardware/Platform 

Partners 

Implementation 

Partners 

Certified 

Business  Solution 
Providers 

Global 

Logo  Partners 

Apple 

Hewlett-Packard 

IBM 

IDS  Prof.  Scheer 

Informix 

Intel 

iXOS  Software 
GmbH 
Microsoft 
Oracle 
Software  AG 
Sun  Microsystems 

Bull 

Compaq 
Data  General 
Digital 
Fujitsu 

Hewlett-Packard 

Hitachi 

IBM 

Intergraph 

NCR 

NEC 

Sequent 

Siemens  Nixdorf 

Sun  Microsystems 

Applied  Integration 
Services 
CCAI 
CIScorp 

Clarkston  Potomac 
Group 

Computer  Aid 
Computerpeople 
Deno  Morris  Group 
Documentation 
Associates 
Dynamic  Data 
Solutions 
ENERTECH 
Grom  Associates 
HJM  Consulting 
Intelligroup 
ISSC 
SET  AC 
SPO 
Plaut 
TSC 

Australian  Solutions 
and  People  Pty.  Ltd. 
CAI-Advanced 
Solutions 

Enterprise  Solutions 
Partner  Pty.  Ltd. 
Global  Core 
Strategies 
Missana  & 
Associates  Inc. 
Optimum  Software 
Solutions  Inc. 
SAPient  Software 
Inc. 

MRK  Technologies, 
Ltd. 

Sigma 

FINTECH  Services 
Ltd. 

Andersen  Consulting 
CAP  GEMINI 
Coopers  & Lybrand 
CSC 

Digital  (SAP 
InfoCenter) 

Deloitte  & Touche 
Consulting/ICS 
EDS 

Ernst  & Young 

Hewlett-Packard 

IBM 

KPMG  Peat  Marwick 
ORIGIN 

Price  Waterhouse 
SNI  (R/3  Live) 

- The  Complementary  Software  Partner 
program  currently  has  more  than  200 
partners. 

• Development  Partners  are  firms  that  work 
with  SAP  in  the  development  of  future 
releases  of  SAP  software.  These  firms 
provide  specific  business,  technical,  or 
industry  expertise  that  complements  and 
extends  the  international  capabilities  of 
SAP’s  development  centers  in  Walldorf 
(Germany),  Foster  City  (CA),  and  Tokyo 
(Japan). 

SAP’s  Alliance  Training  Program  supports 
the  hardware  vendors  and  consulting  firms 


with  which  SAP  has  alliances  and  ensures  a 
consistent  level  of  training.  Partner 
Training  Academies  in  Dallas  (TX)  and 
Boston  (MA)  offer  a range  of  courses  related 
to  SAP’s  software  products. 

Recently  announced  alliances  include  the 
following: 

• In  March  1996,  SAP  announced  it  will 
work  with  Microsoft  and  standards 
organizations  to  develop  common 
interfaces  for  conducting  business 
transactions  over  the  Internet.  SAP  will 
build  on  Microsoft’s  implementation  of 
open  Internet  industry  standards, 
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including  Microsoft  Internet  Information 
Server,  merchant  server,  Microsoft 
Internet  Explorer,  and  ActiveX 
Technologies. 

Competitors 

In  the  high-technology/electronics  segment, 
SAP  America’s  primary  competitor  is 
Oracle. 

In  the  process  manufacturing  market, 
current  competitors  include  Datalogix, 
Marcam,  qad,  and  System  Software 
Associates. 

Other  competitors  in  the  applications 
market  include  PeopleSoft  (human 
resources),  Oracle,  D&B  Software 
(financials),  and  Avalon  and  BAAN 
(manufacturing). 

Assessment 

SAP  America’s  strengths  include  its  fully 
integrated  supply  chain  product  set;  support 
from  a strong  and  large  multinational 
parent  company;  a strong  base  of  hardware, 
software  and  implementation  partners; 
years  of  strong  customer  relationships  that 
help  focus  and  drive  the  company  direction; 
and  a continued  commitment  to  research 
and  development. 

Challenges  over  the  coming  year  include 
managing  the  company’s  rapid  growth  and 
satisfying  the  demand  for  personnel  with 
SAP  knowledge  and  experience. 


Parent  Company 
SAP  AG 
P.O.  Box  1461 
Neurottstrasse  16 
D-69190  Walldorf,  Germany 
Phone:  49  6227  34-0 


SAP  America,  Inc. 
October  1996 
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Sapient  Corporation 


Co-CEO:  J.  Stuart  Moore 

Co-CEO:  Jerry  A.  Greenberg 

One  Memorial  Drive 
Cambridge,  MA  02142 
Phone:  (617)  621-0200 

Fax:  (617)621-1300 

Email:  info@sapient.com 

Internet:  Http://www.sapient.com 


Status:  Private 

Employees:  300 

Revenue  (1995):  $20,000,000* 

* INPUT  Estimate 


Key  Points 

• Sapient,  founded  in  1991,  is  owned  by  co- 
founders J.  Stuart  Moore  and  Jerry 
Greenberg. 

• Sapient  was  founded  to  pioneer  a 
fundamentally  different  process  for 
designing  and  implementing  new 
information  systems,  to  make  speed  and 
quality  converge  in  delivery. 
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Company  Description 

Sapient  provides  consulting  services  to  assist 
clients  with  systems  development  and  critical 
information  systems  development  for 
client/server  platforms. 

The  company  uses  its  proprietary  process 
QUADD  (Quality  Design  & Delivery)  to 
deliver  solutions  on  a fixed  price/fixed  timeline 
basis. 

Company  Strategy 

Sapient  is  focused  on  the  idea  of  providing 
systems  in  the  most  cost-effective  manner 
possible.  The  QUADD  system  was  developed 
to  document  proven  methods  for  system 
development. 
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Operations  and  Structure 

Sapient’s  key  executives  are  listed  below: 


Sapient  Key  Executives 


Name 

Title 

Jerry  A.  Greenberg 

Co-CEO 

J.  Stuart  Moore 

Co-CEO 

Sheeroy  D.  Desai 

EVP 

Susan  D.  Johnson 

CFO 

U.S.  offices  are  in  Cambridge  (MA),  Jersey 
City  (NJ),  and  San  Francisco  (CA). 

Financials 

Sapient  is  a privately  owned  firm.  INPUT 
estimates  the  company’s  1995  revenue  to  be 
approximately  $20.0  million. 

Employees 

The  company  currently  has  300  employees. 

Key  Products  and  Services 

QUADD  leverages  people,  process,  and  the 
capabilities  of  advanced  client/server 
computing  technologies  to  produce  better 
solutions,  faster. 

The  two  basic  areas  of  service  from  Sapient 
include  consulting  and  client/server 
applications. 

Consulting 

Using  the  proprietary  systems  development 
process,  QUADD,  Sapient  works  with  client  IS 
departments  and  users  to  develop  critical 
information  systems. 


Sapient  personnel  will  provide  highly  skilled, 
specialized  staff  to  meet  the  needs  of  client 
companies  for  systems  development. 

Client/ Server  Applications 

Sapient  staff  works  with  the  client  to  define 
issues  and  requirements  and  then  develops 
and  installs  new  client/server  systems.  The 
company  provides  full  service  turnkey-ready 
systems  development. 

Leverageable  client/server  applications 
developed  include:  wireless  dispatch  and  field 
service,  mortgage  allocation,  variable  sales 
allocation,  customer  service,  automated  retail 
catering,  whole  loan  processing,  activity-based 
costing,  order  management,  retail  sales 
analysis,  network  services  provisioning,  retail 
P&L  reporting,  automated  work  management, 
and  quality  assurance. 

Marketing  and  Sales 

Sapient  markets  its  services  through  a direct 
sales  force  in  the  U.S.  and  Canada. 

Clients 

A representative  list  of  clients  includes: 

Au  Bon  Pain 

Bank  of  America 

Bank  of  Boston 

Cardinal  Health 

Cooper  Tire  & Rubber 

CompuServe 

Digital  Equipment  Corp. 

Ernst  & Young 
Fidelity  Investments 
Hewlett-Packard 
Merrill  Lynch  & Company 
Owens  Corning 
Pacific  Bell 

PSG&E  of  New  Jersey 
Sprint  Corporation 
State  of  Maine 
Wells  Fargo 
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INPUT  Assessment 

Sapient’s  strengths  lie  in  its  methodology  and 
process  for  implementing  new  systems.  Many 
of  its  clients  are  tired  of  the  cumbersome 
traditional  method  for  implementing  new 
systems,  or  haven’t  the  time  to  implement 
systems  in  the  traditional  manner. 


Sapient  is  still  a young  company  that  needs  to 
grow  and  develop.  It  appears  to  be  large 
enough  to  deliver  systems,  yet  small  enough  to 
be  flexible  and  respond  quickly  to  client 
requirements. 


Sapient  Corporation 
March  1996 
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PROFILE 


SAS  INSTITUTE  INC. 

SAS  Campus  Drive 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


James  H.  Goodnight 
Private  Corporation 


Cary,  NC  27513-2414 
Phone:  (919)677-8000 
Fax:  (919)677-8123 


2,939  (2/94) 
$420,300,000 


12/31/93 


Key  Points 


SAS  Institute  Inc.  is  one  of  the  world’s  10  largest  independent 
software  companies. 

In  1993,  56%  of  all  first-year  license  fees  came  from  desktop 
revenue,  surpassing  first-year  mainframe  revenue  for  the  first  time  in 
company  history. 

During  1993,  to  better  position  itself  in  the  client/server  applications 
development  tool  market,  SAS  Institute  strengthened  its 
client/server  offerings,  released  software  for  the  three  most  powerful 
PC  platforms  and  delivered  SAS/EIS,  a new  object-oriented 
applications  development/EIS  tool. 

During  1993,  SAS  Institute  opened  regional  offices  in  Atlanta  (GA), 
Orlando  (FL)  and  Denver  (CO)  as  well  as  its  first  Middle  East 
branch  office  in  Dubai,  United  Arab  Emirates. 


March  1994 


Copyright  1994  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  10 


SAS  INSTITUTE  INC. 


INPUT 


Company 

Description 


SAS  Institute  Inc.,  incorporated  in  1976,  develops,  supports  and 
maintains  systems  and  applications  software  products.  The  company’s 
flagship  product,  the  SASR  System,  is  an  integrated  information 
delivery  system  for  enterprise-wide  data  access,  management,  analysis, 
and  presentation. 


strategy  SAS  Institute  is  committed  to  multiplatform  computing  and  a 

client/server  strategy. 

A key  priority  for  SAS  Institute  is  to  continuously  strengthen  its 
client/server  architecture  since  more  than  two-thirds  of  all  SAS 
software  sites  are  running  the  SAS  System  in  multiple  environments. 

• New  releases  of  the  SAS  System  provide  both  data  and  compute 
services  to  include  front-end  and  back-end  tools  for  accessing  data 
from  a variety  of  sources--both  relational  and  nonrelational-across 
multiple  architectures. 

• In  addition,  the  SAS  System  exploits  the  computer  resources  of  the 
server  hardware  to  make  better  use  of  all  available  resources  and 
deliver  the  information  in  a form  most  appropriate  to  the  needs  of 
the  computer  user  through  graphic  user  interfaces  and  executive 
information  system  interfaces. 

• During  1993,  SAS  Institute  continued  to  round  out  its  desktop 
offerings  by  shipping  new  or  enhanced  releases  of  the  SAS  System 
for  Windows  3.1,  OS/2  2.0  and  Windows  NT.  Sales  of  software  for 
these  platforms  and  the  UNIX  and  DOS  markets  contributed  to  a 
37%  increase  in  total  desktop  revenue  during  1993. 


Financials 


Total  1993  revenue  reached  $420.3  million,  a 15%  increase  over  1992 
revenue  of  $365.5  million,  marking  SAS  Institute’s  17th  consecutive 
year  of  double-digit  growth.  SAS  Institute  has  been  profitable  since  its 
formation  in  1976.  A five-year  revenue  summary  follows: 


SAS  INSTITUTE  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1993 

1992 

1991 

1990 

1989 

Revenue 

• Percent  increase 
from  previous  year 

$420.3 

15% 

$365.5 

24% 

$295.1 

23% 

$240.2 

17% 

$205.6 

21% 
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SAS  Institute  management  attributes  revenue  growth  in  1993  to 
continued  escalation  of  SAS  System  sales  as  more  organizations  seek 
enterprise-wide  client/server  applications  development  tools. 

• Sales  from  desktop  software  have  continued  to  generate  a larger 
portion  of  SAS  Institute’s  revenue.  In  1993,  56%  of  all  first-year 
license  fees  came  from  desktop  revenue,  compared  to  39%  in  1992, 
34%  in  1991  and  23%  in  1990. 

• Total  sales  for  the  SAS  System  for  Windows  surpassed  $26  million  in 
1993. 

c 

• The  release  and  immediate  acceptance  of  SAS/EIS  also  contributed 
to  1993  results.  In  its  first  eight  months  of  release,  SAS/EIS 
software  generated  close  to  $2  million  for  SAS  Institute  and  had 
been  installed  in  more  than  800  organizations  worldwide. 

• Revenue  in  the  U.S.  grew  more  than  25%,  while  Canadian  sales  rose 
about  4%.  SAS  Institute’s  European  operations  posted  a 16% 
increase  (in  local  currency),  while  the  Asia/Pacific  division  had 
revenue  growth  of  more  than  13%. 

Research  and  development  expenses  were  approximately  $143  million 
(34%  of  revenue)  in  1993,  $128  million  (35%  of  revenue)  in  1992  and 
$103  million  (35%  of  revenue)  in  1991. 

Market 

Financials 

SAS  Institute’s  1993  revenue  was  derived  from  clients  in  all  industries, 
including  many  Fortune  1000  companies.  Approximately  66%  of 
clients  are  businesses  (including  98%  of  the  Fortune  100),  18%  are 
universities  and  16%  are  government  agencies. 

SAS  Institute’s  commercial  clients  represent  a range  of  industries, 
including  aerospace  and  military  commodities,  airlines,  agriculture  and 
forest  products,  appliances  and  household  durables,  autos  and 
automotive  products,  banking,  beverages  and  food  products,  tobacco, 
broadcasting  and  publishing,  business  and  public  services,  chemicals, 
construction  and  housing,  data  processing  and  reproduction,  electric 
and  gas  utilities,  electrical  and  electronics,  energy  equipment  and 
services,  energy  sources,  financial  services,  health  and  personal  care, 
industrial  components,  insurance,  leisure  and  tourism,  machinery  and 
engineering,  merchandising,  metals  and  steel,  pharmaceuticals, 
recreation  and  other  consumer  goods,  road  and  rail  transportation, 
telecommunications,  wholesale  and  international  trade. 

c 
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Marke?sPh'C  Approximately  53%  of  SAS  Institute’s  1993  revenue  was  derived  from 

the  U.S.  and  47%  from  international  sources.  A three-year  summary  of 
geographic  source  of  revenue  follows: 


SAS  INSTITUTE  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1993 

1992 

1991 

GEOGRAPHIC 

AREA 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$222.8 

53% 

$178.1 

49% 

$144.6 

49% 

Europe 

140.6 

33% 

135.2 

37% 

107.0 

36% 

Asia/Pacific 

40.3 

10% 

35.5 

10% 

29.2 

10% 

Canada 

14.0 

3% 

13.5 

4% 

11.7 

4% 

Other 

2.5 

1% 

3.1 

- 

2.8 

1% 

TOTAL 

$420.3 

100% 

$365.5 

100% 

$295.1 

100% 

9P®^it|l°ns/  In  addition  to  its  headquarters  in  Cary  (NC),  SAS  Institute  has  regional 

offices  in  Atiantaj  (GA)>  Austin  (TX),  Denver  (CO),  Chicago  (IL), 
Irvine  (CA),  Kansas  City  (KS),  New  York  (NY),  Orlando  (FL),  Seattle 
(WA)  and  Washington,  D.C. 

SAS  Institute  operates  subsidiaries  in  Australia,  Belgium,  Canada, 
Denmark,  Finland,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Korea, 
Malaysia,  Mexico,  the  Middle  East,  the  Netherlands,  New  Zealand, 
Norway,  People’s  Republic  of  China,  Philippines,  Poland,  Singapore, 
Slovenia,  Spain,  Sweden,  Switzerland,  Taiwan  and  the  U.K. 

SAS  Institute  also  has  distributors  in  Argentina,  Brazil,  Chile, 

Columbia,  Egypt,  Greece,  Hungary,  India,  Ireland,  Israel,  Pakistan, 
Panama,  Peru,  Portugal,  Puerto  Rico,  Saudi  Arabia,  Thailand,  Turkey, 
Uruguay  and  Venezuela. 


Employees  As  0f  February  1994,  SAS  Institute  had  2,939  full-time  employees 

(1,986  U.S.  and  953  international). 
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Key  Products  SAS  derived  approximately  90%  of  its  1993  revenue  from  software 

and  Services  products  and  related  services.  Consulting  and  education  services 

accounted  for  approximately  10%  of  revenue. 

With  more  than  3 million  users  in  119  countries,  SAS  software  products 
are  installed  at  26,661  sites,  up  from  25,691  sites  in  1992  and  23,025 
sites  in  1991.  A three-year  summary  of  the  total  number  of  installed 
products,  by  processor,  follows: 


SAS  INSTITUTE  INC. 

THREE-YEAR  PRODUCT  INSTALLATION  SUMMARY 


TOTAL  NUMBER  OF  PRODUCT  INSTALLATIONS 
AT  YEAR  END 

HARDWARE  PLATFORM 

1/1994 

1/1993 

1/1992 

Mainframes 

31,737 

32,766 

33,945 

Minicomputers 

15,070 

15,426 

16,306 

UNIX 

200,000 

194,000 

53,000 

Personal  computers 

655,000 

633,500 

545,000 

SAS  Institute’s  current  software  products  are  outlined  in  the  exhibit  on 
the  following  page. 

The  SAS  System  is  an  integrated  suite  of  software  products  for 
enterprise-wide  information  delivery  that  provides  organizations  with 
tools  to  access,  manage,  analyze  and  present  their  data  with  an 
application  development  environment. 

• The  SAS  System  has  been  designed  to  support  effective  information 
delivery  by: 

- Providing  universal  data  access 

- Increasing  the  capabilities  and  breadth  of  applications  in  the 
software 

- Providing  user  interfaces  to  match  user  needs  and  experience 

- Supporting  and  exploiting  the  advantages  of  computer  hardware 
platforms. 
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EXHIBIT 

SAS  INSTITUTE  SOFTWARE  PRODUCTS 


Product 

Description 

Year 

Introduced 

Number 

Installed 

SAS  System 

- Base  SAS 

Foundation  of  SAS  System,  for  data  access, 
management,  analysis  and  presentation 

1976 

26,773 

- SAS/FSPR 

Full-screen  product  for  data  entry, 
retrieval  and  letter  writing 

1981 

13,935 

- SAS/AFr 

Interactive  facility  for  application 
development,  computer-based  training  and 
on-line  help  systems 

1985 

9,280 

- SAS/GRAPHr 

High-resolution  color  graphics 

1980 

1 7,935 

- SAS/ORR 

Project  management  and  operations 
research 

1983 

2,612 

- SAS/QCr 

Tool  for  statistical  quality  improvement 

1986 

2,840 

- sas/etsr 

Econometric,  time  series  analysis  tool 

1980 

6,385 

- sas/imlr 

Interactive  matrix  programming  facility 

1985 

4,407 

- sas/statr 

Full-function  statistical  analysis 

1986 

18,208 

- SAS/SHAREr 

Multiple-user  access  tool  for  concurrent 
updating  of  SAS  data  libraries 

1987 

742 

- SAS/CPER 

Computer  performance  evaluation  tool 

1989 

156 

- SAS/ACCESSR 

Interfaces  for  linking  SAS  System  with 
various  databases 

1989 

4,500 

- SAS/RTERMr 

Terminal  emulation  and  high-resolution 
graphics 

1985 

162 

- sas/assistr 

Menu-driven  interface  to  SAS  System  tools 

1988 

6,695 

- SAS/CONNECTR 

Cooperative  and  distributive  processing 

1990 

4,620 

- SAS/INSIGHT™ 

Interactive  statistical  graphics 

1990 

2,543 

(continued) 
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EXHIBIT 

SAS  INSTITUTE  SOFTWARE  PRODUCTS 


Product 

Description 

Year 

Introduced 

Number 

Installed 

SAS  System  (cont.) 
- SAS/ENGLISH™ 

Natural  language  interface 

1992 

90 

- SAS/LAB™ 

Statistical  and  graphical  data  analysis 
for  scientists  and  engineers 

1992 

491 

- SAS/CALC™ 

Electronic  spreadsheet 

1992 

922 

- SAS/EIS™ 

Executive  information  system 
development  tool 

1992 

982 

- SAS/TOOLKIT™ 

Tools  for  user-written  procedures 

1992 

145 

- SAS/PH-Clinical™ 

Clinical  data  review 

1992 

15 

SAS/Cr  Compiler 

Mainframe  C compiler 

1985 

700 

SAS/C  C+  + 
Development  System 

Development  tool  for  mainframes 

1993 

30 

SAS/C  Compiler  for 
AmigaDOS 

Microcomputer  C compiler 

1990 

15,000 

JMPr 

Macintosh  statistical  visualization  product 

1989 

2,500 

SYSTEM  2000 R 

Database  management  system 

1984 

350 

The  SAS  System  is  grouped  into  modular  components  that  give 
organizations  the  opportunity  to  obtain  only  the  functions  they  need. 
As  organizations’  needs  grow,  they  can  add  additional  SAS  System 
components. 

Capabilities  within  the  SAS  System  include  EIS,  spreadsheets, 
graphics,  data  analysis,  report  writing,  quality  improvement,  project 
management,  computer  performance  evaluation,  client/ server 
computing,  database  access,  decision  support,  applications 
development  and  more. 

The  SAS  System’s  MultiVendor  Architecture™  (MVA™) 
maximizes  the  system’s  ease  of  migration  from  one  operating 
environment  to  another.  With  MVA,  the  SAS  System  is  a vendor- 
independent  system  that  runs  similarly  across  all  environments  the 
SAS  System  supports. 
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• The  SAS  System  supports  mainframes  (MVS,  CMS,  VSE), 
minicomputers  (OpenVMS,  AOS/VS,  PRIMOS),  UNIX 
workstations  (SunOS,  HP-UX,  AIX,  DG/UX,  RISC/ULTRIX, 
RISC/os,  DOMAIN/OS,  NeXT,  IRIX),  personal  computers  (DOS, 
OS/2,  Windows,  Windows  NT)  and  supercomputers  (ConvexOS). 

SYSTEM  2000  runs  on  IBM  370,  390,  30XX,  43XX,  93XX,  and 
compatible  computers  under  OS,  CMS,  DOS/ VS,  DOS/ VSE,  and  in 
conjunction  with  CICS;  the  Unisys  Series  1100  under  OS  1100;  and  the 
Control  Data  6000  and  CYBER  series  under  NOS  and  NOS/BE. 

Recent  product  announcements  include  the  following: 

• Releasing  the  SAS  System  for  the  three  most  powerful  personal 
computing  platforms- Windows  3.1,  OS/2  2.0  and  Windows  NT-as 
well  as  releases  for  MVS,  CMS,  VSE  and  OpenVMS 

• Shipping  a new  release  of  the  SAS  System  to  AIX,  HPPA,  Solaris  • 
and  ULTRIX  sites 

■ Releasing  SAS/EIS  software,  an  object-oriented  development 
environment  for  creating  user-friendly  executive  information  systems 

■ Releasing  the  SAS  System  for  DEC’S  Alpha  AXP  running  Open 
VMS  and  Microsoft’s  Windows  NT 

• Unveiling  the  SAS  System  for  supercomputers  with  its  release  for 
Convex  C Series’  ConvexOS 

• Delivering  software  for  managing  and  analyzing  UNIX  systems  and 
networks-S AS/CPE  software  for  Open  Systems 

• Releasing  C+  + development  tools  for  the  mainframe-the  SAS/C 
C+  + Development  System 

The  company  licenses  all  software  products  on  an  annual  basis  (with 
the  exception  of  the  JMP  family  of  products). 

• License  fees  for  mainframe  and  minicomputer  products  are  based  on 
machine  classification.  Fees  for  the  PC  products  are  based  on  the 
number  of  workstations  where  the  product  is  installed.  Renewals 
are  available  at  lower  rates. 

• Technical  support,  enhancements  and  one  set  of  documentation  are 
included  in  the  annual  license  fee. 

• Discounts  are  available  to  degree-granting  institutions. 
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Customer  Services: 

SAS  Institute  offers  free  software  updates  and  enhancements;  phone-in 
technical  support;  24-hour  on-line  support;  consulting  services; 
instructor-,  video-  and  computer-based  training  courses; 
documentation;  quarterly  technical  journals;  a network  of  local, 
regional,  national  and  international  users  groups;  and  a free  quarterly 
newsmagazine. 

Instructor  training  is  available  at  the  Institute  Training  Center  in  Cary 
(NC)  and  at  SAS  Institute  regional  offices.  Instruction  is  also  held  at 
customer  sites  and  hotel  and  conference  centers  across  the  U.S. 

Clients 

Some  of  SAS  Institute’s  announced  customers  include  Alcoa,  Amoco, 
Avon,  BASF,  Data  General,  DEC,  Duke  University,  Exxon,  Glaxo, 
Harvard  University,  Hewlett-Packard,  IBM,  MCI,  Monsanto,  Pfizer, 
Rolm  and  Haas,  Rolls  Royce,  Shell  Oil,  Sun  Microsystems,  3M,  Upjohn 
and  the  U.S.  Bureau  of  the  Census. 

Marketing 
and  Sales 

SAS  Institute  markets  its  products  in  the  U.S.  through  a direct  sales 
force. 

Outside  the  U.S.,  the  company  markets  its  products  through 
subsidiaries  and  distributors. 

Alliances 

SAS  Institute  maintains  strategic  and  cooperative  relationships  with  a 
number  of  hardware  and  software  vendors,  including  the  following: 

C 

• IBM  Corporation:  SAS  Institute  has  had  a formal  business 
relationship  with  IBM  since  1988  and  was  one  of  the  first 
independent  software  companies  to  fully  endorse  IBM’s  SAA.  SAS 
Institute  has  a joint  development  agreement  with  IBM  for  the 
ESA/390  architecture  and  is  an  IBM  Business  Partner  through  the 
Cooperative  Software  Program  on  the  RS/ 6000  in  the  RISC/ AIX 
arena  and  for  VSE/ESA  and  VSE/SP  environments  in  the  U.S.  and 
Canada.  The  Institute  is  also  working  with  IBM  in  the  UNIX  market 
to  provide  a complete  hardware/software  solution  for  distributed 
application  processing. 

• Digital  Equipment  Corporation:  SAS  Institute  became  a Digital 
Cooperative  Marketing  Partner  in  1987.  The  alliance  covers 
OpenVMS  on  VAX  systems  and  ULTRIX  on  RISC-based  systems. 
Since  1990,  SAS  Institute  and  DEC  have  been  working  together  on 
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Competitors 


DEC  s 64-bit  Alpha  AXP  RISC  systems  and  SAS  Institute  has  been 
working  on  an  implementation  of  the  SAS  System  to  support  Alpha. 

• Sun  Microsystems:  SAS  Institute  is  a Catalyst  Premier  Partner  and 
is  involved  with  Sun  in  joint  technology  exchanges,  joint  marketing 
and  communications  programs. 

• Hewlett-Packard:  SAS  Institute  is  a member  of  the  HP  Channel 
Partner  program. 

Other  vendors  with  whom  SAS  Institute  has  business  relationships 

include  the  following: 

• Hardware  vendors:  Apple,  Bull  Systems,  Compaq,  Control  Data, 
Convex  Computer,  Data  General,  Fujitsu,  Hitachi,  ICL,  Intel, 
Motorola,  NCR  (AT&T  Global  Solutions),  CEC,  Olivetti  Advanced 
Technology  Center,  Pyramid  Technology,  Sequent,  Silicon  Graphics, 
Siemens  Nixdorf,  Sony  Microsystems,  Tandem  and  Teradata. 

• Software  vendors:  Borland,  Bitstream,  Cincom  Systems,  Computer 
Associates,  S&P  ComStock,  Geographic  Data  Technology,  Informix, 
Interleaf,  Lotus  Development,  Microsoft,  NeXT,  Oracle,  Software 
AG  and  Sybase. 

■ Peripherals  vendors:  Attachmate,  CalComp,  Digital 
Communication  Associates,  Eastman  Kodak,  Novell,  QMS,  Seiko 
Instruments  USA,  Tektronix,  Talaris  Systems,  Xerox  and  Zephyr 
Development. 


SAS  Institute’s  principal  competitors,  by  specific  application  area, 
include  the  following: 

• Data  management:  Information  Builders’ FOCUS 

• Graphics:  Computer  Associates’  DISSPLA  and  TELL-A-GRAF 

• Statistical  analysis:  SPSS 

• Database  management  systems:  Information  Builders’  FOCUS, 
Computer  Associates’  RAMIS,  and  Must  Software  International’s 
NOMAD 

• C compiler  products:  IBM 

• EIS:  Comshare,  Information  Resources  Inc.,  Pilot  Executive 
Software 
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SBC  Communications,  Inc. 


Chairman  & CEO:  Ed  Whitacre,  Jr. 

175  E.  Houston 
P.O.  Box  2933 

San  Antonio,  TX  78299-2933 
Phone:  (210)821-4105 

Fax:  (210)  351-2071 

Internet:  http://www.sbc.com 


Status:  Public 

Employees:  60,100(6/96) 

Revenue:  $12,669,700,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• SBC  Communications  is  one  of  the  world’s 
largest  diversified  telecommunications 
companies,  with  more  than  28  million 
customers  worldwide. 

• In  April  1996,  SBC  Communications  and 
Pacific  Telesis  Group  announced  a definitive 
agreement  to  merge.  The  new  company  will 
become  one  of  the  world’s  largest 
telecommunications  companies,  serving 
seven  of  the  nation’s  10  largest  metropolitan 
areas  and  16  of  its  50  largest  markets. 


• In  October  1996,  SBC  launched  Internet 
access  services  in  the  Dallas/Ft.  Worth  area. 

• In  July  1995,  SBC  announced  a strategic 
realignment  to  position  the  company  as  a 
single-source  provider  of  telecommuni- 
cations services. 

Company  Description 

SBC  Communications  provides 
telecommunications  products  and  services 
under  the  Southwestern  Bell  and  Cellular 
One  brands.  Its  businesses  include  wireline 
and  wireless  services  and  equipment  in  the 
U.S.  and  interests  in  wireless  businesses  in 
Europe,  Latin  America,  South  Africa,  and 
Asia;  business  and  consumer 
telecommunications  equipment;  messaging 
services;  cable  television  in  both  domestic  and 
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international  markets;  and  directory 
advertising  and  publishing. 

In  April  1996,  SBC  Communications  and 
Pacific  Telesis  announced  a definitive 
agreement  to  merge. 

• The  merger  involves  an  exchange  of  stock 
with  current  Pacific  Telesis  stockholders 
receiving  0.733  shares  (subject  to  certain 
adjustments)  of  SBC  common  stock  for  each 
of  their  shares.  After  the  tax-free  exchange, 
66%  of  the  combined  company’s  stock  will  be 
retained  by  SBC  shareholders  and  34%  by 
Pacific  Telesis  investors. 

• On  July  31,  1996,  the  shareholders  of  SBC 
and  Pacific  Telesis  each  approved  the 
transaction. 

• The  merger  is  expected  to  be  approved 
within  the  first  quarter  of  1997.  It  must  be 
approved  by  the  California  Public  Utilities 
Commission,  the  U.S.  Department  of 
Justice,  and  the  Federal  Communications 
Commission. 

• The  company  will  be  known  as  SBC 
Communications,  Inc.,  with  Edward  E. 
Whitacre,  Jr.  serving  as  chairman  of  the 
board  and  chief  executive  officer.  Phil 
Quigley  will  be  vice-chairman  of  the  board 
and  second  in  command;  he  will  continue  to 
operate  exchange  operations  in  California 
and  Nevada. 

• Upon  completion  of  the  merger,  SBC  will 
have  more  than  100,000  employees, 
revenues  of  more  than  $21  billion,  operating 
cash  flow  of  $9  billion,  and  income  of  almost 
$3  billion. 

• The  combined  operations  will  serve,  among 
others,  the  nation’s  two  most  populous 
states — California  and  Texas — seven  of  the 
country’s  10  largest  metropolitan  areas,  and 


16  of  the  top  50  markets.  SBC 
Communications,  Inc.  will  serve  more  than 
30  million  access  lines  in  high-growth  areas 
and  have  access  to  more  than  80  million 
potential  wireless  customers  across  the 
country. 

• The  combined  company  will  offer  products 
and  services  under  brand  names  including 
Southwestern  Bell,  Pacific  Bell,  Cellular 
One,  and  Nevada  Bell. 

• Strategically,  the  merger  is  expected  to 
create  a telecommunications  company  with 
a focus  on  the  growing  Latin  American  and 
Asian  markets  and  enhance  the  combined 
company’s  ability  to  compete  successfully  in 
the  U.S.  long-distance  market. 

• The  new  company  plans  to  take  advantage 
of  SBC’s  strengths  in  product  development, 
marketing,  and  sales,  and  Pacific  Telesis’ 
network  engineering  skills,  efficiency  in 
process  management,  and  cost  containment. 

• Though  the  corporate  headquarters  will  be 
in  San  Antonio  (TX),  the  company  will 
maintain  headquarters  of  Pacific  Bell  and 
Nevada  Bell  in  California  and  Nevada.  In 
addition,  a new  company  will  be 
headquartered  in  California  to  provide 
integrated  administrative  and  support 
services  for  the  combined  companies. 

• California  will  also  be  the  headquarters  of 
the  company’s  long-distance,  Internet,  and 
international  operations.  The  wireless 
headquarters  will  be  in  Dallas. 

Organization  and  Structure 

During  1995,  SBC  announced  a strategic 

realignment  to  position  the  company  as  a 

single-source  provider  of  telecommunications 

services. 
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• All  of  SBC’s  operations  within  its  five-state 
area  (Arkansas,  Kansas,  Missouri, 

Oklahoma,  and  Texas)  now  report  to  one 
management  group,  while  international 
operations  and  domestic  operations  outside 
the  five-state  area  report  to  a separate 
managing  group. 

• The  realignment  is  intended  to  improve 
SBC’s  ability  to  keep  close  to  its  customers 
and  increase  its  speed  and  agility  in 
responding  to  customers’  communications 
needs. 

• In  connection  with  this  realignment,  during 
1995  SBC  recognized  $138.7  million  in 
selling,  general,  and  administrative 
expenses  associated  with  consolidating 
operations  within  the  five-state  region, 
streamlining  support  and  administrative 
functions,  and  integrating  financial  systems. 
The  charge  reduced  net  income  by 
approximately  $87.5  million. 

SBC’s  principal  operating  subsidiaries  include 

the  following: 

• Southwestern  Bell  Telephone  Company, 
with  approximately  48,175  employees, 
provides  voice,  data,  and  video 
communications  through  more  than  14.2 
million  access  lines  for  more  than  13  million 
customers  in  its  five-state  region — 
Arkansas,  Kansas,  Missouri,  Oklahoma,  and 
Texas.  Through  Southwestern  Bell 
Telecommunications,  Southwestern  Bell 
Telephone  also  markets  telecommunications 
equipment  for  businesses  and  homes. 

• Southwestern  Bell  Internet  Services 
provides  Internet  access  services. 

• Southwestern  Bell  Messaging  Services,  with 
approximately  230  employees,  provides 
personal  automated  voice  messaging 
services  under  the  registered  trademark 


CallNotes  to  business  and  residential 
customers  in  Arkansas,  Kansas,  Missouri, 
Oklahoma,  and  Texas. 

• SBC  Media  Ventures,  with  approximately 
480  employees,  operates  cable  television 
systems  in  the  counties  of  Arlington  (VA) 
and  Montgomery  (AL). 

• Southwestern  Bell  Video  Services  develops 
advanced  broadband  networks  that  will 
provide  residential  and  business  customers 
with  video  on  demand,  home  shopping, 
access  to  information,  and  associated 
services. 

• Southwestern  Bell  Mobile  Systems,  with 
5,670  employees,  provides  wireless  services 
to  approximately  four  million  customers. 
Mobile  Systems  operates  in  62  U.S. 
markets,  including  five  of  the  top  15  cities. 

• Southwestern  Bell  Communications 
Services,  Inc.  provides  long-distance  services 
to  cellular  customers. 

• Southwestern  Bell  Yellow  Pages,  with 
approximately  2,400  employees,  and  other 
SBC  units  publish  nearly  1,500  directories  a 
year  and  provide  a variety  of  advertising, 
marketing,  and  graphic  design  services. 

Company  Strategy 

To  continue  its  level  of  performance,  SBC  will 
continue  to  build  value  for  shareholders, 
diversify  beyond  telephone  service,  actively 
seek  opportunities  globally,  pursue  growth 
areas  in  the  telecommunications  industry,  and 
execute  a disciplined  strategy  for  growth. 

The  company  has  identified  three  rules  of  the 
new  marketplace:  perceived  best  value  wins; 
confuse  customers  and  you  lose;  and  brand 
breaks  ties  if  customers  don’t  detect 
differences  in  value. 
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SBC’s  strategies  for  its  in-region  businesses 

are  to: 

• Provide  a range  of  technologically  advanced, 
high-quality  services  and  products 

• Package  offerings  in  attractive,  competitive 
combinations  to  meet  customers’  changing 
expectations 

• Compete  aggressively  with  innovative 
service  approaches  and  expanded 
distribution  and  sales  channels 

Strategies  for  national  businesses  (outside  the 

five-state  region)  are  to: 

• Strengthen  the  company’s  position  as  a 
premier  wireless  communications  company 
in  the  markets  it  serves 


• Develop  additional  opportunities  by 
providing  expanded  services,  including  local 
and  long-distance  telephone  service 

• Pursue  opportunities  for  entry  into 
additional  markets 

Internationally,  SBC’s  strategies  are  to: 

• Develop  international  businesses  through 
addition  of  management,  technical,  and 
marketing  expertise 

• Expand  international  holdings  by  pursuing 
additional  business  opportunities 

• Build  alliances  with  strong  international 
companies  capable  of  helping  develop  these 
new  opportunities 

Financials 

A five-year  financial  summary  follows: 


SBC  Communications,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$12,669.7 

$11,721.8 

$10,840.2 

$10,150.0 

$9,460.0 

• Percent  change  from 

previous  year 

8% 

9% 

7% 

7% 

2% 

Income  before  taxes  and  changes  in 
accounting 

$2,792.3 

$2,433.8 

$2,060.2 

$1,869.7 

$1,644.2 

• Percent  change  from 

previous  year 

15% 

18% 

10% 

14% 

7% 

Net  income  (loss) 

$(930.0) 

$1,648.7 

$(845.2) 

$1,301.7 

$1,076.0 

• Percent  change  from 

(a) 

(b) 

previous  year 

(156%) 

295% 

(165%) 

21% 

(2%) 

Earnings  (loss)  per  share 
• Percent  change  from 

$(1.53) 

$2.74 

$(1.41) 

$2.17 

$1.79 

previous  year 

(156%) 

294% 

(165%) 

21% 

(2%) 

(a)  Includes  a nonrecurring  charge  of  $2. 8 billion  from  discontinuing  regulatory  accounting  procedures. 

(b)  Includes  charges  of  $2. 13  billion  associated  with  the  cumulative  effect  of  changes  in  accounting  principles 
and  an  extraordinary  loss  of  $153  million  for  early  payment  of  debt. 
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• During  1995,  SBC  recorded  an 
extraordinary  loss  of  $2.8  billion  ($4.63  per 
share)  from  the  discontinuance  of  regulatory 
accounting  at  Southwestern  Bell  Telephone. 

• As  a result,  the  net  loss  for  1995  was  $930 
million,  compared  to  net  income  of  $1.65 
billion  for  1994. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1996  reached  $6.53  billion,  up  10%  over 
revenue  of  $5.93  billion  for  the  same  period  a 
year  ago.  Net  income  for  the  period  rose  15%, 
from  $837.2  million  to  $965  million. 

• Revenue  from  local  landline  services  rose  9% 
and  local  wireless  services  rose  21%. 

• Network  access  revenue  rose  5.6%  for 
interstate  and  8.4%  for  intrastate  services. 

• Long-distance  service  rose  10.7%,  while 
directory  advertising  declined  7.7%  due  to 


the  January  1996  sale  of  SBC’s  publishing 
contracts  for  GTE’s  service  areas  to  GTE 
Directories. 

• The  primary  factor  contributing  to  the 
increase  in  net  income  was  growth  in 
demand  for  services  and  products  at 
Southwestern  Bell  Telephone  and 
Southwestern  Bell  Mobile  Systems. 

Revenue  Analysis  by  Product /Service 
Approximately  52%  of  SBC’s  1995  revenue 
was  derived  from  local  service,  24%  from 
network  access,  7%  from  long-distance 
service,  7%,  from  directory  advertising,  and 
10%  from  other  services,  which  include 
Southwestern  Bell  Telephone’s  nonregulated 
services  and  products,  equipment  sales  at 
Mobile  Systems  and  Southwestern  Bell 
Telecommunications,  billing  and  collection 
services  for  interexchange  carriers  provided 
by  Southwestern  Bell  Telephone,  and  cable 
television  services  provided  by  SBC 
International  and  Media  Ventures. 


SBC  Communications,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

199 

3 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Local  service 
- Landline 

$4,302.3 

34% 

$4,039.1 

34% 

$3,904.9 

36% 

- Wireless 

2,247.1 

18% 

1,748.7 

15% 

1,282.5 

12% 

Network  access 
- Interstate 

2,034.4 

16% 

1,912.5 

16% 

1,804.7 

17% 

- Intrastate 

1,032.3 

8% 

944.5 

8% 

880.7 

8% 

Long-distance  service 

840.5 

7% 

917.1 

8% 

977.3 

9% 

Directory  advertising 

953.1 

7% 

946.8 

8% 

869.0 

8% 

Other 

1,260.0 

10% 

1,263.1 

11% 

1,121.1 

10% 

Total 

$12,669.7 

100% 

$11,771.8 

100% 

$10,840.2 

100% 

SBC  Communications,  Inc. 
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Market  Financials 

SBC  derives  its  revenue  from  a range  of 
businesses,  government  entities,  and 
consumers. 

Geographic  Markets 

One  hundred  percent  of  SBC’s  revenue  is 
derived  from  the  U.S. 

SBC’s  international  operations  are  primarily 
accounted  for  under  the  equity  method  of 
accounting. 

Acquisitions 

In  October  1995,  SBC  combined  its  U.K.  cable 
television  operations  (jointly  owned  with  Cox 
Communications,  Inc.)  with  those  of  Tele  West 
Communications,  PLC,  a publicly  held  joint 
venture  between  Telecommunications,  Inc. 
and  U S WEST.  The  resulting  entity, 

TeleWest  PLC,  is  the  largest  cable  television 
operator  in  the  U.K.  SBC  owns  approximately 
15%  of  the  new  entity. 

During  1995,  SBC  purchased  a wireless 
system  serving  Watertown  (NY),  obtained  a 
controlling  interest  in  a wireless  property 
serving  the  Laredo  (TX)  area,  and  obtained  at 
auction  PCS  licenses  in  Memphis  (TN),  Little 
Rock  (AK),  and  Tulsa  (OK).  In  August  1996, 
SBC  announced  an  agreement  with  AT&T 
whereby  SBC  would  swap  its  Memphis  and 
Little  Rock  PCS  licenses  for  cellular  licenses 
in  Arkansas.  The  transaction  is  expected  to 
be  finalized  in  the  first  quarter  of  1997. 

During  1995,  SBC  made  an  equity  investment 
in  Chile,  purchasing  40%  of  VTR  S.A.,  a 
privately  owned  telecommunications  holding 
company,  for  $317  million.  VTR  provides 
local,  long-distance,  wireless,  and  cable 
television  services  in  Chile  and  is  51%  owned 
by  Grupo  Luksic. 


During  1995,  SBC  also  made  an  equity 
investment  in  MTN,  a South  African  wireless 
company. 

During  1994,  SBC  purchased  two  cable 
television  systems  located  in  Montgomery 
County  (MD)  and  Arlington  (VA)  for  $650 
million. 

Also  in  1994,  SBC  acquired  the  domestic 
wireless  business  of  Associated 
Communications  Corporation  for  $680  million, 
including  wireless  systems  in  Buffalo, 
Rochester,  Albany,  and  Glens  Falls  (NY).  In 
two  separate  transactions,  SBC  also 
purchased  smaller  wireless  systems  in 
Syracuse,  Utica,  and  Ithaca  (NY)  that  are 
adjacent  to  the  Associated  Communications’ 
properties. 

In  October  1994,  SBC  formed  an  alliance  with 
Compagnie  Generale  des  Eaux  (CGE)  through 
which  SBC  acquired  an  indirect  10% 
ownership  of  Societe  Frangaise  du 
Radiotelephone  S.A.,  a nationwide  cellular 
company  in  France,  and  minority  ownership 
interests  in  other  communications  businesses 
controlled  by  CGE.  As  part  of  the  agreement, 
CGE  gained  a 10%  interest  in  SBC’s  wireless 
operations  in  Washington  D.C. -Baltimore  and 
surrounding  rural  markets. 

Employees 

As  of  December  31,  1995,  SBC  had 
approximately  59,300  employees. 

As  of  June  30,  1996,  the  company  had 
approximately  60,100  employees. 

Key  Products  and  Services 

Telephone  Services 

Southwestern  Bell  Telephone  Company 
(SWBT)  is  SBC’s  largest  subsidiary, 
accounting  for  71%  of  revenue  and  63%  of 
earnings  during  1995.  SWBT  provides  basic 
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telephone  service  as  well  as  a range  of 

telecommunications  products  and  services. 

• By  the  end  of  1995,  SWBT  had  installed 
more  than  1.2  million  miles  of  fiber-optic 
cable  across  its  five-state  operating  region, 
preparing  for  advanced  network  services 
such  as  ISDN  and  increased  reliability. 

• The  installation  of  new  network 
technologies  such  as  ISDN  and  SONET  has 
expanded  SWBT’s  network  capability  to 
include  voice,  data,  and  video  transmissions. 
Another  network  enhancement  is  Advanced 
Intelligence  Network  (AIN),  which  allows 
customers  to  have  network  access  regardless 
of  the  hardware  in  place  along  the  network. 

• In  March  1996,  SBC,  Bell  Atlantic,  GTE, 
and  Pacific  Bell  announced  an  agreement  to 
jointly  promote  the  services  of  their 
intelligent  networks  (INs).  IntelliBridgeSM 
is  a business  service  targeted  to  midsized 
and  large  companies  with  operations 
throughout  North  America  that  provides 
customers  with  a single  point  of  contact  for 
all  of  their  IN  needs. 

• Optional  call  management  services  include 
Caller  ID,  Call  Waiting,  Call  Blocker,  and 
automated  messaging  services. 

• PC  Phone  Manager,  introduced  in  1996,  is  a 
computer  telephony  integration  (CTI) 
software  program  that  enables  users  to 
manage  their  calls  by  graphically  recreating 
their  phone  on  a computer  screen. 

- The  product,  which  was  jointly  developed 
with  Algo  Communications  Corp.,  is 
designed  for  small  businesses,  those  who 
work  at  home,  and  PC  enthusiasts. 

- PC  Phone  Manager  integrates  up  to  17  of 
Southwestern  Bell’s  call  management 
services  with  traditional  CTI  features, 


including  an  automatic  log  of  incoming 
and  outgoing  calls  and  an  address  book. 

- The  product  is  Windows-based  and  IBM 
compatible,  and  is  priced  at  $89.95  for 
users  with  one  phone  line. 

In  October  1996,  Southwestern  Bell  launched 
Southwestern  Bell  Internet  Service  SM  in  the 
Dallas/Ft.  Worth  area. 

• The  service  makes  available  Netscape 
Navigator  client  software,  the  Infoseek 
search  engine,  and  SurfWatch  for  content 
monitoring. 

• SBC  has  partnered  with  Ascend 
Communications,  Cisco  Systems,  and  Sun 
Microsystems  to  provide  the  hardware  in 
support  of  its  Internet  offering. 

• The  monthly  fee  is  $19.95  for  unlimited 
access,  or  under  $17  per  month  under  an 
annual  payment  plan. 

• SBC  expects  to  have  Internet  access  services 
available  in  other  major  cities  within  its 
five-state  territory  by  the  end  of  1996. 

In  July  1996,  SBC  signed  a four-year 
exclusive  memorandum  of  understanding  with 
Sprint  that  covers  wholesale  long-distance 
services.  The  agreement  with  Sprint  is 
expected  to  allow  SBC  to  enter  the  long- 
distance marketplace  following  regulatory 
approval. 

Through  Southwestern  Bell  Telecom,  the 
company  markets  business  and  residential 
communications  equipment,  ranging  from 
single-line  and  cordless  telephones  to  digital 
PBX  systems. 

Messaging  Services 

Through  Southwestern  Bell  Messaging 
Services,  SBC  provides  CallNotes,  an 
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automated,  personal  voice  messaging  service, 
to  small  business  and  residential  customers. 

Interactive  Video  Services 
Select\  ideo  Plus  is  a videoconferencing 
service  available  through  Southwestern  Bell 
Telephone.  The  service  transmits  voice, 
image,  and  data  simultaneously  over  existing 
telephone  lines  using  ISDN  technology. 

Southwestern  Bell  Video  Services  is 
developing  advanced  broadband  network 
services  that  will  provide  residential  and 
business  customers  with  video  on  demand, 
home  shopping,  information  access,  and  other 
services. 

• In  December  1995,  SBC  began  an  18-month 
trial  in  Richardson  (TX)  to  provide  cable  TV 
service  to  1,800  customers. 

• Microsoft,  Lockheed,  and  Lucent 
Technologies  are  working  with  SBC  to 
provide  the  necessary  software  and 
hardware  components  for  the  system. 

In  April  1995,  SBC,  The  Walt  Disney 
Company,  Ameritech  Corporation,  BellSouth 
Corporation,  and  GTE  formed  a partnership 
to  acquire,  package,  and  market  video 
programming  and  interactive  services  under 
the  name  americast™. 

• The  venture  will  develop  services  such  as 
video  on  demand,  home  shopping,  and 
networked  video  games.  It  also  will  develop 
and  support  a navigator  to  guide  consumers 
through  programming  and  services  menus. 

• The  telecommunications  partners  will 
handle  the  distribution  of  americast’s 
products  and  services  over  their  networks. 

• The  partnership  will  work  with  other 
entertainment  and  information  services 
companies  worldwide  and  create  an  open 


software  environment  in  which  applications 
can  be  supported  on  multiple  systems. 

Cable  TV  Services 

SBC  Media  Ventures  provides  cable  television 
services  to  approximately  258,000  cable 
customers  in  the  counties  of  Aldington  (VA) 
and  Montgomery  (AL)  through  Cable  TV 
Montgomery  and  Cable  TV  Arlington. 

Wireless  Products  and  Services 

SBC  provides  wireless  services  to  consumers 
and  businesses  nationwide.  Through 
Southwestern  Bell  Mobile  Systems  and 
Cellular  One,  the  company  serves  four  million 
customers  in  62  domestic  markets. 

• Within  its  five-state  region,  SBC  has 
cellular  properties  in  Kansas,  Missouri, 
Oklahoma,  and  Texas.  Arkansas  will  be 
added  in  1997. 

• Mobile  Systems  operates  in  areas  outside 
SBC’s  five-state  region  under  the  name  of 
Cellular  One  by  means  of  licenses  from 
Cellular  One  Group,  a partnership  among 
affiliates  of  Mobile  Systems,  AT&T  Wireless 
Services,  and  Vanguard  Cellular  Systems, 
Inc.  These  areas  include  metropolitan 
service  areas  such  as  Washington,  D.C., 
Chicago  (IL),  and  Boston  (MA)  and  rural 
service  areas  in  Illinois,  Massachusetts, 

New  York,  Virginia,  and  West  Virginia. 

W ith  the  enactment  of  telecommunications 
reform  in  February  1996,  Mobile  Systems 
began  offering  interLATA  long-distance 
services  to  its  cellular  customers. 

In  February  1995,  Mobile  Systems  worked 
with  the  Richardson  (TX)  school  district  to 
establish  ClassLink,  a wireless  program  to 
link  teachers  and  staff  anywhere  on  campus. 
The  program  has  been  extended  to  schools  in 
Kansas  City  (MO)  and  Washington,  D.C. 
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In  October  1994,  SBC  announced  a long-term 
marketing  alliance  between  Mobile  Systems 
and  GTE  to  offer  wireless  service  in  each 
other’s  Texas  wireless  markets,  using  the  host 
company’s  wireless  system.  As  a result, 

Mobile  Systems  provides  wireless  services  in 
Houston,  Austin,  and  Beaumont  and  has  the 
right  to  market  wrireless  service  in  a number 
of  additional  markets,  including  El  Paso  and 
Galveston. 

During  1994,  SBC  entered  a consortium  of 
U.S.  and  Canadian  wireless  providers 
(MobiLink)  to  provide  customers  with  roaming 
flexibility  outside  of  each  company’s  operating 
territory. 

Mobile  Systems  also  provides  digital  service  in 
Chicago,  St.  Louis,  Dallas-Ft.  Worth,  and 
Washington  D.C. -Baltimore. 

Mobile  Systems  also  markets  wireless 
communications  equipment  in  each  of  its 
service  areas  to  customers  entering  into 
wireless  service  contracts. 

Advanced  Technology  Resources 
Southwestern  Bell  Technology  Resources,  Inc. 
(TRI)  is  a research  and  development  division 
of  SBC  whose  mission  is  to  design  and  develop 
next-generation  telecommunications 
equipment  and  services. 

Research  and  development  efforts  are  focused 
on  the  following  areas: 

• Broadband  delivery  systems,  which  will 
serve  as  the  foundation  for  video  and 
multimedia  services  and  the  development  of 
video-to-home  services  over  existing 
telephone  lines 

• Information  technology,  focusing  on 
developing  strategies  and  the  application  of 
key  evolving  computer  technologies  to 
further  the  business  interests  of  SBC.  A key 


area  of  research  is  emerging  Internet 
technologies  and  their  applications. 

• Intelligent  networks,  developing  solutions 
that  allow  SBC  to  bring  to  market  a variety 
of  advanced  customized  services  for  its 
customers  in  wireless,  wireline,  and  other 
access  networks,  including  number 
portability  and  advanced  messaging  services 

• Video  networks,  finding  new  video 
technology  in  such  areas  as  entertainment 
video,  videoconferencing,  interactive  video, 
and  multimedia 

• Voice  technologies,  both  new  and  enhanced, 
in  such  areas  as  voice-activated  dialing, 
voice  recognition,  and  voice  command 
functions 

• Wireless  networks,  including  development 
and  enhancement 

International  Operations 

In  the  U.K.,  SBC  owns  approximately  15%  of 

cable  television  operator  TeleWest  PLC. 

In  France,  SBC  has  a 10%  share  of  Societe 
Francaise  du  Radiotelephone,  a major  French 
cellular  provider. 

In  Chile,  SBC  has  a 40%  equity  in  VTR  S.A.,  a 
privately-owned  telecommunications  holding 
company  providing  long-distance,  local,  and 
wireless  telephone  services  and  cable 
television. 

In  Mexico,  through  a consortium  formed  in 
1990  with  France  Telecom  and  Grupo  Carso, 
SBC  has  a controlling  interest  in  Telefonos  de 
Mexico  (Telmex).  SBC  has  a 10%  equity 
interest  in  Telmex.  SBC  has  been  serving  as 
a consultant  and  technical  advisor  to  Telmex 
in  areas  such  as  wireless,  network 
maintenance,  directories,  customer  service, 
and  billing. 
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In  Israel  and  Australia,  SBC  International 
has  interests  in  companies  involved  in 
publishing  yellow  pages  directories  and 
marketing  directory  software. 

SBC  International  also  has  wireless  interests 
in  South  Korea  (8.3%  equity  in  Shinsegi 
Mobile  Communications  Company,  Limited) 
and  South  Africa  (equity  investment  in  MTN). 

Marketing  and  Sales 

SBC  has  strong  distribution  systems,  both  in- 
region and  out-region. 

• In-region,  all  SBC  subsidiary  operations  in 
specific  geographic  regions  are  under  a 
single  management  structure. 

• Out-region,  Cellular  One  management 
teams  are  focused  on  wireless  growth  and 
expanding  long-distance  and  local  service 
opportunities  in  their  market  areas. 

SBC  has  a combined  sales  force  of  more  than 
5,000  inside  sales  people;  more  than  1,500 
outside  sales  people;  2,000  retail  locations, 
agents  and  subagents;  a catalog;  and  other 
channels  of  distribution. 


Assessment 

SBC’s  strengths  include: 

• Presence  in  high-growth  geographic 
markets,  both  domestically  and 
internationally 

• Strong  brand  names  (Southwestern  Bell  and 
Cellular  One) 

• Strong  fundamental  revenue  growth  in  a 
strong  industry 

• Successful  diversification 

Challenges  over  the  coming  year  include: 

• Finalizing  the  merger  with  Pacific  Telesis 

• Working  with  federal  and  state  regulators  to 
finalize  the  rules  (pricing,  reselling  of 
services,  etc.)  that  will  open  markets  to 
competition 

• Preparing  to  deal  with  increased 
competition  from  a growing  number  of 
service  providers 
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Science  Applications  International 
Corporation  (SAIC) 


Chairman  & CEO:  J.R.  Beyster 

President  & COO:  L.A.  Kull 

10260  Campus  Point  Drive 
San  Diego,  CA  92121 
Phone:  (619)546-6000 


An  Employee-Owned  Company 


Status:  Employee  Owned 

Employees:  20,576(10/95) 

Revenue:  $1,921,880,000 

Fiscal  Year  End:  1/31/95 


Key  Points 

• Science  Applications  International 
Corporation  (SAIC),  the  largest  employee- 
owned  technology  firm  in  the  U.S.,  is  a 
leading  provider  of  diversified  research  and 
engineering  services  as  well  as  systems 
integration,  systems  operations  and 
professional  services  to  government  and 
commercial  clients. 

• National  security  revenues  have  decreased 
from  51%  of  total  revenues  in  fiscal  1993  to 


46%  in  fiscal  1995,  while  revenues  from 
energy,  environment,  health,  space, 
transportation  and  commercial  information 
technology  business  areas  increased  from 
41%  of  total  revenues  in  fiscal  1993  to  46% 
in  fiscal  1995,  mirroring  the  company’s 
continued  shift  of  priorities  and  resources 
from  defense  programs  to  environmental, 
health  care  and  transportation  concerns. 

• SAIC  has  expanded  its  systems  operations 
business  with  major  outsourcing  awards 
from  two  British  Petroleum 
companies — BPX  Columbia  and  BPX 
Alaska — and  an  outsourcing  contract  from 
the  Department  of  Defense  (DoD)  to  manage 
its  health  information  services  network. 
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Company  Description 

SAIC,  founded  in  1969,  is  a diversified,  high- 
technology  research  and  engineering  company 
that  offers  a range  of  expertise  in  technology 
development  and  analysis,  computer  software 
development  and  integration,  technical 
support  services  and  computer  hardware  and 
software  products. 

• The  company  offers  technical  and 
professional  services  in  the  fields  of  national 
security,  energy,  health  care,  space, 
transportation  and  commercial  information 
technology.  SAIC  is  also  involved  in  the 
custom  assembly  of  special-purpose 
computer  systems  and  the  manufacture  of 
certain  high-technology  products. 

• Information  services — including  systems 
integration,  professional  services  and 
systems  operations  (outsourcing) — are 
provided  by  SAIC  to  government  and 
commercial  clients.  These  services 
contributed  an  estimated  $1.2  billion  to 
S AIC’s  fiscal  1995  revenue. 

Because  SAIC  believes  its  success  is 
dependent  upon  its  ability  to  attract  and 
retain  highly  qualified  scientists  and  other 
personnel,  it  offers  many  of  its  employees  an 
opportunity  for  stock  ownership  in  the 
company,  either  by  direct  purchase  or  through 
several  stock  option  plans.  Since  the  stock  is 
not  publicly  traded,  liquidity  is  provided  by 
the  internal  market  operated  four  times  a 
year  by  Bull,  Inc.,  a wholly  owned 
broker/dealer  subsidiary. 

Operations  and  Structure 

SAIC’s  emphasis  is  in  the  following  four 
primary  business  areas: 

• Technology  Development  and  Analysis 
includes  research,  studies,  experiments, 
analytical  software  development  and 
application,  exploratory  design  and 


development,  and  policy  analysis.  This  kind 
of  work  assists  SAIC’s  customers  in 
establishing  priorities,  understanding 
engineering  trade-offs,  defining  and 
evaluating  programs  and  developing 
alternative  solutions  to  important  technical 
problems.  SAIC  provides  leading  experts  in 
the  physical  sciences;  engineering  sciences; 
computer  and  mathematical  sciences; 
chemical,  biological,  and  health  sciences; 
operations  research;  economics;  and  policy 
analysis  to  address  these  problems. 

• System  Development  and  Integration 
encompasses  the  design,  development, 
engineering,  and  installation  of  integrated 
hardware  and  software  systems.  SAIC 
applies  expertise  in  computer  science,  data 
acquisition,  displays,  sensors, 
communications,  process  control,  simulators, 
signal  processing,  man-machine  interfaces, 
logistics  and  training  to  provide  turnkey 
systems,  subsystems  or  prototype  and 
related  support  to  its  customers. 

• Technical  Support  Services  include  the 
skilled  application  of  well-established 
technologies,  management  tools,  software, 
laboratory  procedures  and  testing  services  to 
government  and  industry,  including 
laboratory  analysis,  data  processing 
services,  maintenance  and  operations  of 
government-owned  facilities  and  ranges, 
field  test  services,  logistics  and  training 
support  activities,  and  management  support 
for  major  customer  programs. 

• Manufactured  and  Software  Products 
include  high-technology  products  that  are 
fabricated  or  assembled  in  standard 
configurations,  meet  applicable  quality 
assurance  standards  and  are  marketed  as 
product  lines.  SAIC’s  current  hardware 
products  include  military-hardened  portable 
computers,  advanced  mil-spec  display 
systems,  workstations  for  training, 
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radiography  instruments,  and  computer 
peripheral  interfaces.  SAIC  also  sells  and 
licenses  advanced  software,  including 
software  development,  maintenance  and 
diagnostic  tools;  program  management  tools; 
and  advanced  applications  packages. 

SAIC  continues  to  review  the  changing 
environment  and  reformat  itself  to  become 
more  organizationally  efficient.  The 
company’s  fiscal  1996  organization  consists  of 
39  groups  that  have  been  aggregated  into  12 
sectors. 

• The  sectors  principally  address  military 
science  and  technology,  major  federal  and 
commercial  technical  agencies,  hard 
sciences,  communications  and  information, 
systems  applications  and  design,  energy, 
environment,  health  care,  transportation, 
and  manufacturing. 

• In  the  SAIC  organizational  structure, 
operating  divisions  are  assigned  to  operating 
groups.  The  SAIC  operating  divisions  are 
the  functional  activities  that  perform  the 
work,  with  each  division  being  a center  of 
expertise  in  a specific  technology  or  specific 
type  of  work.  Each  of  the  operating 
divisions  is  assigned  to  an  SAIC  operating 
group  for  management,  administrative  and 
marketing  support. 

• The  SAIC  sectors  and  groups  are  each 
managed  by  an  executive  vice  president  or  a 
senior  vice  president.  These  managers 
coordinate  the  technical  work  performed  by 
their  divisions  and  provide  resources  that 
have  been  centralized  at  their  respective 
sector/group  level.  Because  each 
sector/group  manager  has  direct 
communications  to  all  other  group  managers 


the  resources  of  the  entire  corporation  are 
only  a telephone  call  away. 

SAIC’s  organizational  structure  and 
capabilities  are  summarized  in  the  exhibit 
that  follows.  The  names  of  the  SAIC 
operating  groups  reflect  the  general  interests 
of  most  of  the  groups  in  science,  engineering, 
environment,  health,  systems  and  technology. 
The  specific  interests  of  the  groups  extend  well 
beyond  their  titles,  however,  for  each  SAIC 
group  is  a center  of  expertise  for  solving  a 
specific  set  of  problems. 

SAIC  has  offices  in  more  than  475  locations 
throughout  the  U.S.  and  in  strategic  locations 
overseas.  Major  SAIC  office 
complexes/technology  centers  house  computer 
centers;  laboratories;  word  processing  centers; 
art,  illustration  and  reproduction  centers; 
technical  libraries;  and  administrative  support 
services. 

Key  geographical  locations  are  in 
Albuquerque,  Arlington,  Atlanta,  Baltimore, 
Colorado  Springs,  Dayton,  Falls  Church, 
Golden  (CO),  Hampton  (VA),  Harrisburg, 
Houston,  Huntsville,  Indianapolis,  Las  Vegas, 
Los  Angeles,  McLean  (VA),  Oak  Ridge  (TN), 
Omaha,  Orlando,  Reston,  Sacramento,  San 
Antonio,  San  Diego,  San  Francisco,  Santa 
Barbara,  Seattle  and  Tucson. 

International  offices  are  in  Australia,  Canada, 
the  Czech  Republic,  Colombia,  France, 
Germany,  Hong  Kong,  Iceland,  Indonesia, 
Israel,  Italy,  Japan,  Jordan,  Korea,  Mexico, 
New  Zealand,  the  Philippines,  Portugal, 
Russia,  Saudi  Arabia,  Spain,  Thailand, 
Turkey,  the  United  Arab  Emirates,  the  U.K., 
Venezuela  and  Vietnam. 


SAIC 

December  1995 


©INPUT  1995.  Reproduction  prohibited. 


Page  3 of  18 


INPUT  Vendor  Profile 


Exhibit 

SAIC  Organization 


Sector/Group 

Advanced  Technology  and  Analysis  Sector 

- Applied  Technology  Group 

Software  Development  and  Maintenance 
Systems  Engineering/Integration 
Simulation 

Studies  and  Analyses 
Threat  Analysis 
Radar  Systems  Analysis 
Sensor  Development 
Cost  Analysis 

Management  Information  Systems 
Geographic  Information  Systems 

- Defense  Analyses  Group 

Sensors  and  Surveillance 
Technology  Assessment 
Strategic  Defense  Systems 
Information  Processing 
Simulation  and  Modeling 
Analytical  and  Technical  Support 
Aerodynamics  and  Avionics 

- Defense  Technology  Group 

Nuclear  Weapons  Effects 
Military  Systems  Survivability 
Directed  Energy  Weapons 
Advanced  Accelerator  Technology 
Defense  Conversion 
Nonproliferation  Technology 
Electric  Gun  Technology 

- Technology  Analysis  and  Applications  Group 

Thermal  Analysis  and  Simulation 
Hypersonic  Technology 
Missile  Systems  Technology 
Nuclear  Weapons  Effects 
Process  Reliability  Technology 
Electro-Optics 
Intelligence  Analysis 
Magnetic  Fusion  Technology 
Logistics  Technology 
Probabilistic  Risk  Assessment 

- Test  and  Evaluation  Group 

Test  and  Evaluation 
Operations  and  Maintenance 
Models  and  Simulations 
Electronic  Combat/Warfare 
Joint  Test  and  Evaluation 
SETA  Support 

C3I  Systems  Analysis  and  Engineering 


Sector/Group 

Logistics  Planning 
Space  and  Space  Defense 
Software  Development 
Data  Base  Management  (DBM) 

Security  Accreditation 
Space  Systems  Development 
Model  Development 
Test  Support 

Commercial  Technology  Sector 

- Information  Resources  Group 

Information  Technology 
Applications  Development  and  Maintenance 
Systems  Engineering 
Facilities  Management 

- Real-Time  Systems  Group 

Real-Time  Systems  Integration 
Plant  Monitoring  Systems 
Leak  Detection  Services 
Security  Systems  (Commercial/Utilities) 
SCADA  Systems  (Gas  and  Oil) 

- Technology  Development  Group 

Radiation  Monitoring  Instrumentation 
Nondestructive  Evaluation  Instrumentation 
Visible/UV/IR  Sensors  and  Systems 
Solar  Collections 
Fuel  Cells 

Advanced  Composite  Materials 

Energy,  Environment  and  Engineering  Sector 

- Energy  and  Environment  Group 

Waste  Management 

Environmental  Compliance  and  Assessment 

Safeguards  and  Security 

Nuclear  Weapons  Production  Support 

Risk  Assessment/Analysis 

Nuclear  Safety  and  Engineering  Systems 

Power  Plant  Control  Systems 

Quality  Assurance 

Software  Engineering 

Management  Information  Systems 

- Energy  Systems  Group 

Nuclear  Facility  Safety 

Regulatory  Compliance 

Environmental  Restoration 

Waste  Management 

Emergency  Management 

Technology  Transfer  and  Development 

Information  Systems  and  Services 
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Exhibit  (cont.) 


Sector/Group 

Sector/Group 

DOE  Headquarters  Support 

- Engineering  Systems  Group 

Water  Resource  Management 

Antisubmarine  Warfare 

Land  Use  Planning 

Undersea  Surveillance 

- Engineering  and  Environmental  Compliance  Group 

Quality  Management 

Hazardous  and  Radioactive  Waste  Management 

Technical  Analysis/Development 

Environmental  Regulatory  Compliance 

Engineering  Services 

Environmental  Assessment  and  Analysis 

Systems  Development/Integration 

Education/Communication/Outreach  Programs 

Communications  Systems 

Environmental  Remediation/Restoration 

Software  Engineering 

Risk/Health  Assessment 

ADP/Automated  Systems  Support/Training 

Regulatory  Compliance  Training 

Networks  (LAN/WAN) 

Environmental  Guality  Assurance 

- Software  and  Systems  Integration  Group 

Decontamination  and  Decommissioning 

Large  Systems  Integration  Projects 

Environmental  Data  Management 

Ada  Technology 

- Environmental  and  Health  Sciences  Group 

Software  Design  and  Development 

Occupational  Health  and  Safety 

Health  Information  Systems 

Pollution  Prevention 

Undersea  Warfare  Systems  Analysis 

Environmental  Studies  and  Analyses 

Operational  Survivability  Evaluations 

Regulatory  Development  Support 

C3I  Systems  Development  and  Integration 

Scientific  Applications 

Cover,  Concealment  and  Deception 

International  Environmental  Programs 

International  Systems  Integration  Projects 

Health  Studies  and  Counseling 

Information  Engineering 

Environmental  Engineering 

Law  Enforcement  Information  Systems 

Aquatic  Sciences 

Maritime  Technology  Sector 

- R.E.  Wright  Environmental  Group 

- Maritime  Engineering  Group 

Information  and  Technology  Systems  Sector 

C3I/C4I 

- COMSYSTEMS  Group 

Maritime  Engineering  and  Technical  Services 

Software  Reengineering 

Survey  and  Data  Collection 

Intelligence  Systems 

Systems  Development 

Program  Management  Support 

Underwater  Acoustics 

ADP  Systems 

Coastal  and  Harbor  Defense 

C3I 

Deployment  and  Surveillance  Systems 

Communications  Networking 

Electro-Optics 

Key  Distribution  Systems 

Submarine  Technology  Support 

Security  Engineering 

Physical  Security  Systems 

Automated  Diagnostics 

- Maritime  Sciences  Group 

Control  & Monitoring  of  Automated  Systems 

Undersea  Acoustic  Ranges 

Secure  (MLS)  Development 

Coastal  and  Harbor  Defense 

Operations  Support  System 

Precision  Marine  Navigation/Survey 

Command  & Control  Systems 

Ocean  Engineering 

Independent  Verification  & Validation  (IV&V) 

Maritime  Surveillance/Tactical  Antisub  Warfare 

Data  Base  Systems 

Physical  Oceanography  and  Ocean  Studies 

Secure  Video  Teleconferencing 

Marine  Environmental  Monitoring  and  Technology 

Multimedia 

Expert  Computer  System  Design/Development 

Office  Automation 

Advanced  Seismology/Geophysical  Technologies 

Management  Information  Systems 
Telecommunications 
Computer-Based  Training  (CBT) 
Mentor/Protege  Programs 

Electro-Optics/Fiber-Optics  Systems  and  Sensors 
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Exhibit  (cont.) 


Sector/Group 

Sector/Group 

Science  and  Engineering  Sector 

- AMSEC 

Maintenance  Engineering/Field  Service  Support 

In-Service  Engineering 

Integrated  Logistics  Support 

Technical  Documentation/Computer-Aided  Design 

Instructional  Systems  Development  Training 

Command  and  Control/Combat  Systems  Support 

Electronic  and  Environmental  Services 

Utility  Industry  Support 

Port  Engineer  Services 

Industrial  Training 

Computer-Aided  Logistics  Support 

Metrology  Engineering 

- Engineering  Logistics  and  Information  Systems 

Logistics  Management  and  Support  Services 
Logistics  Information  Systems 
Logistics  Support 

Systems  Engineering  Technical  Assistance 
Information  Engineering 
Engineering,  Design  and  Development 
Simulation  and  Simulation  Modeling 
Software  Support  Environments 
Avionics  Support  Engineering 
T echnology  T ransfer 
Mission/Utility  Analyses 
Training  Simulators/Systems 

- Major  Programs  Group 

Chemical  Demilitarization 

Nuclear  Waste  Management 

Nuclear  Quality  Assurance 

Geotechnical/Engineering  Support  Services 

Health/Safety  Protection  Management  Systems 

Performance-Based  Training 

Major  Programs  Management 

Biomedical  Modeling 

Biomedical  Sciences 

Environmental  Monitoring  and  Compliance 

Studies  and  Systems  Sector 

- Information  Systems  and  Technology  Group 

Communications  Networking 

Software  Engineering/Development/CASE  Tools 

Data  Base  Management 

Battle  Management  C3 

Mission  Planning/Decision  Support 

Management  Information  Systems  Engineering 

SATCOM  Engineering 

Communications  and  Systems  Engineering/lntegr. 

Network  LAN  Systems  Development 
Space  Technology 

- National  Security  Studies  and  Strategy  Group 

Political  Military/Regional  Analysis 

Arms  Control/Treaty  Verification 

Cost  and  Economic  Analysis 

Human  Performance  Technology 

Program  Management  Support 

Planning  and  Operations 

Weapon  Systems  Analysis 

Foreign  Threat  and  Technology  Assessment 

Strategic  Organizational  Planning/Development 

Technology  Evaluation/Application 

- Systems  Technology  Group 

Systems  Integration 

Records  Management 

Facilities  Management 

Software  Development/Reengineering 

Corrections 

Civil  Aviation 

Human  Factors  Engineering 

Information  Security  Engineering 

Information  Systems 

Signal  Analysis  & Processing 

Surface  & Air  Weapons 

Systems  Engineering/Technical  Assistance 

Systems  Technology  and  Integration  Sector 

- Advanced  Technology  Products  Group 

Mobile  Workstations 
Networks 

Flat  Display  Systems 

- Computer  Systems  Group 

Systems  Integration 
Systems  Engineering 
Product  Development 
Ada  Software  Development 
Military  Tactical  Protocols 

- Health  Care  Technology  Group 

Health  Information  Systems 
Telemedicine  Systems 
Advanced  Workstation  Systems 
Man-Machine  Interface  Development 
Medical  Transaction  Systems 
Systems  Integration,  Design,  Development  and 
O&M  Services 

- Range  Systems  Group 

Ruggedized  Hand-held  Computers 
Computer  Notebooks 
Ruggedized  Laptop  Computers 
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Exhibit  (cont.) 


Sector/Group 

Sector/Group 

Ruggedized  Portable  Displays 
Ruggedized  Display  Monitors  and  Terminals 
Ruggedized  Workstations 

- SAIT 

Technology  and  Advanced  Systems  Sector 

- Applied  Systems  Group 

Intelligence  Systems 
Tactical  Data  Systems 
Software  Engineering 
System  Development/Integration 

- Space  and  Defense  Group 

Acquisition  and  Program  Management  Support 
Space  Systems  Simulations,  Engineering,  Design 
and  Integration 

Threat,  Survivability  and  Countermeasures 
NUET,  Plume,  Sensor  Phenomenologies 
C4I  Simulation,  Development,  Wargaming 
Space  Surveillance  & Weapon  Systems  Analysis, 
Technology,  Experiments  and  Operations 
Information  Systems 

Full  Life-Cycle  Software  Development/Integration 
Spacecraft  Design,  Modeling,  Performance  Eval. 
Launch  Range  Support 

- Technology  Research  Group 

Hydrodynamics  and  Ship  Design 
Signal  and  Data  Processing 
Synthetic  Aperture  Radar 
Computational  Fluid  Dynamics 
Signature  Management 
Radar  and  Electro-Optics  Sensor  Analysis 
Air  Defense  System  Design 
Image  Processing  and  Analysis 
Mapping,  Charting  and  Geodesy 
Distributed  Simulation  Technology 

Technology  Applications  Sector 

- Asset  Group 

Simulation-Based  Training 
Semi-Automated  Forces  Development 
Software  Technology 
Software  Reuse  and  Reengineering 
Ada  CASE  Tools 
Ada  Software  Development 
Software  Process  Improvement 
Transportation  Systems 
Software  Conversion/Migration 
Command  and  Control  Systems 
Digital  Library  Service 
World  Wide  Web  Support 

Information  Technologies/Systems 

- Technology  Applications  Group 

Training 

Manufacturing  Technology 
Video  Teleconferencing  Intelligence 
Systems  Integration 

Reverse  Engineering  (Hardware  and  Software) 

Office  Automation 

Multimedia 

Process/Productivity  Improvement 
WAN/LAN  Networking 

- Telecommunications  Technology  Group 

Telecommunications  Engineering/IT 
LAN/WAN/FDDI  Designs 
Network  Integration 

RF  Communications  Technology/Electronics 

Site  Survey  and  Installation 

Automation  Systems  Development 

Computer-Based  Training  Systems 

Multimedia  Training 

Client/Server  Data  Base  Design 

Office  Automation  Systems 

Compact  Disk  & Optical  Systems 

Open  Systems/Client  Servers 

CD  Authoring 

Data  Base  Design 

Satellite  Communications  Engineering 
Information  Technology 
Intelligence  Building  Design 
Systems  Engineering 
IVHS 

Transportation  Systems  Analysis  & Design 
Multimedia  Document  Management 
Multimedia  Networking 
Network  Solutions 

Technology  Solutions  Sector 

- Systems  Engineering/Integration 

- Imaging  and  OCR  Systems 

- Networking/Information  Security 

- Intelligence  Systems 

- Commercial  Information  Systems 

- Environmental  Information  Management 

- CALS  Systems  Development 

- Energy  Modeling  and  Analysis 

- Electronic  Data  Interchange/Records  Mgmt. 

- Safeguards  and  Security 
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Exhibit  (cont.) 


Sector/Group 

Sector/Group 

Transportation  Sector 

- JHK  & Associates:  Transportation  Planning,  Traffic 

Engineering,  Systems  Engineering 

- Syntonic:  Electronic  Toll  and  Traffic  Management 

Systems,  Rail,  Intelligent  Vehicle  Highway 
Systems,  Communications 

Space,  Earth  & Atmospheric  Sciences  Group 

(Independent  Group) 

S AIC’s  (active)  subsidiaries  and  joint  ventures 

include  the  following: 

• American  Systems  Engineering  Corp. 
(Virginia  Beach,  VA)  provides  ship 
overhauls,  instructional  software  and  design 
services,  and  operations  and  maintenance 
support  services  for  the  U.S.  Navy. 

• Bull,  Inc.  is  a broker/dealer  subsidiary  that 
operates  the  limited  market  for  SAIC  stock. 

• Campus  Point  Realty  Corporation  (San 
Diego,  CA)  is  a real  estate  subsidiary  that 
holds  title  to  various  real  estate  used  by 
SAIC  in  its  operations. 

• Environmental  Restoration  Systems,  Inc. 
(Middletown,  PA)  is  a wholly  owned 
subsidiary  of  R.E.  Wright  Environmental, 
Inc.  that  fabricates  and  supplies  hazardous 
waste  remediation  equipment. 

• General  Sciences  Corporation  (Laurel,  MD) 
provides  information  analysis,  scientific 
research,  and  application  systems 
development  services  in  the  areas  of  global 
change,  astronomy,  meteorological  and 
oceanography  research  and  global 
circulation  modeling. 

• Hicks  & Associates,  Inc.  (McLean,  VA)  is  a 
consulting  firm  offering  services  in  proposal 
development,  strategic  planning,  technical 


problem  solving  and  advice  on  mergers, 
acquisitions  and  executive  searches. 

• JHK  & Associates,  Inc.  (Emeryville,  CA), 
acquired  in  January  1994,  provides 
transportation  planning  and  systems 
engineering  to  private  and  public  sectors, 
with  expertise  in  multimodal  transportation, 
intelligent  transportation  systems  and 
traffic  engineering  and  design. 

• JMD  Development  Corporation  dba  JDA 
(San  Francisco,  CA)  provides  health  care 
information  systems  consulting  and 
integration  services  to  commercial  health 
care  providers. 

• Network  Solutions,  Inc.  (Herndon,  VA), 
acquired  in  May  1995,  is  a network 
integration  subsidiary  that  specializes  in  the 
Internet,  interoperability  and  network 
management.  Services  include 
requirements  analysis,  design,  installation, 
operation,  maintenance  and  consulting. 

• Pathology  Associates  International 
Corporation  (Frederick,  MD),  acquired  in 
June  1995,  provides  preclinical  biomedical 
product  development,  health  effects 
assessment  studies  and  related  biomedical 
research  support  services. 

• R.E.  Wright  Environmental,  Inc. 
(Middletown,  PA),  acquired  in  January 
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1995,  provides  environmental  engineering 
and  construction  management  services  for 
environmental  problems. 

• SAIC  Commercial  Enterprises,  Inc.  (San 
Diego,  CA)  provides  commercial  marketing 
of  company-developed  technology. 

• SAIC  Engineering,  Inc.  (Middleboro,  MA) 
performs  environmental  and  remediation 
studies,  civil  engineering  and  surveys. 

• SAIC  Global  Technology  Corporation  (San 
Diego,  CA)  performs  research,  development 
and  support  services  in  environmental 
remediation/protection  programs  and 
identifies  technology  conversion 
opportunities. 

• Science  Applications  International 
Technology  (SAIT)  provides  computers  and 
display  systems  to  the  U.S.  Department  of 
Defense  as  well  as  nonmilitary  customers. 

• Syntonic  Technology,  Inc.  (Harrisburg,  PA), 
acquired  in  early  1995,  focuses  on  systems 
integration  of  electronic  toll  collection 
systems  and  traffic  management  and 
communications  systems. 

• Systems  Control  Technology,  Inc.  (Palo  Alto, 
CA)  provides  software  development  and 
systems  integration. 

• Wright  Laboratory  Services,  Inc. 
(Middletown,  PA)  provides  laboratory 
services. 


In  November  1995,  SAIC  agreed  to  purchase, 
along  with  existing  management  and 
employees,  a majority  interest  in  two 
European  telecommunications  software 
companies  from  GSI  of  Paris. 

• One  company  is  Tecsi,  a Paris-based 
supplier  of  telecommunications  systems, 
software  and  systems  integration  services. 
Tecsi,  with  annual  revenues  of  $37  million 
and  250  employees,  will  be  70%  owned  by 
SAIC  and  30%  owned  by  France  Telecom. 

• The  second  company,  Danet,  also  supplies 
telecommunications  systems,  software  and 
systems  integration  services.  Located  in 
Darmstadt  (Germany),  Danet  has  $40 
million  in  annual  revenue  and  300 
employees.  It  will  be  70%  owned  by  SAIC 
and  30%  owned  by  Deutsche  Telkom. 

Company  Strategy 

SAIC’s  mission  statement  is: 

“SAIC  is  a company  of  people  dedicated  to 
delivering  best-value  services  and  solutions 
based  on  innovative  applications  of  science  and 
technology.  ” 

Financials 

SAIC’s  fiscal  1995  revenue  exceeded  $1.92 
billion,  a 15%  increase  over  fiscal  1994 
revenue  of  $1.67  billion.  Net  income  rose  18%, 
from  $41.5  million  in  fiscal  1994  to  $49.1 
million  in  fiscal  1995.  A five-year  financial 
summary  follows: 
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Science  Applications  International  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1/95 

1/94 

1/93 

1/92 

1/91 

Revenue 

$1,921.9 

$1,670.9 

$1,504.1 

$1,285.3 

$1,162.9 

• Percent  change  from 

previous  year 

15% 

11% 

17% 

11% 

14% 

Income  before  taxes 

$79.7 

$69.8 

$60.1 

$55.6 

$54.0 

• Percent  change  from 

previous  year 

14% 

16% 

8% 

3% 

13% 

Net  income 

$49.1 

$41.5 

$38.1 

$33.6 

$33.3 

• Percent  change  from 

previous  year 

18% 

9% 

13% 

1% 

8% 

Earnings  per  share 

$1.01 

$0.89 

$0.83 

$0.75 

$0.73 

• Percent  change  from 

previous  year 

13% 

7% 

11% 

3% 

9% 

Revenue  Analysis  by  Product  / Service 

It  is  estimated  that  approximately  $1.2 
billion  (65%)  of  SAIC’s  fiscal  1995  revenue 
was  derived  from  information  services-related 
activities,  segmented  approximately  as 
follows: 


Systems  integration 80% 

Professional  services 10% 

Outsourcing  services 10% 


100% 

SAIC’s  operations  are  classified  into  two 
broad  segments — Technical  Services  and 
Products.  The  Technical  Services  segment  is 
further  classified  into  the  National  Security, 
Environment,  Energy  and  Other  business 
areas.  Other  business  areas  include  health, 
space,  transportation  and  commercial 
information  technology. 

• Technical  Services  consist  of  applied  and 
basic  research;  analysis  and  development  of 
new  and  existing  policies,  concepts,  systems 


and  programs;  design  and  development  of 
computer  software;  systems  engineering; 
systems  integration;  test  and  evaluation  of 
new  products  or  systems;  technical 
operational  and  management  support; 
environmental  engineering;  and 
engineering  support  to  existing  facilities, 
laboratories  and  systems. 

• Products  include  custom-designed  and 
standard  hardware  and  software  products 
such  as  data  display  devices,  “ruggedized” 
personal  computers,  sensors  and 
nondestructive  imaging  instruments. 

These  products  typically  incorporate  SAIC- 
developed  hardware  and  software,  as  well 
as  hardware  and  software  manufactured  by 
others. 

A three-year  summary  of  source  of  revenue 

by  business  segment  follows: 
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Science  Applications  International  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1/95 

1/94 

1/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  T otal 

Technical  Services 
- National  Security 

$891 .2 

46% 

$830.6 

50% 

$764.3 

51% 

- Environment 

264.5 

14% 

253.9 

15% 

226.0 

15% 

- Energy 

169.7 

9% 

156.7 

9% 

157.3 

10% 

- Other  (a) 

423.4 

22% 

287.6 

17% 

239.9 

16% 

Products 

171.2 

9% 

140.8 

8% 

116.3 

8% 

Interest  income 

1.9 

— 

1.3 

- 

0.3 

- 

Total  (a) 

$1,921.9 

100% 

$1,670.9 

100% 

$1,504.1 

100% 

(a)  Includes  health  care,  space,  transportation  and  commercial  information  technology. 

(b)  Differences  due  to  rounding. 


Although  National  Security  revenues  have 
declined  as  a percent  of  total  revenues,  these 
revenues  increased  7%  in  fiscal  1995,  9%  in 
fiscal  1994  and  13%  in  fiscal  1993  over  the 
prior  year,  in  spite  of  declines  in  the  overall 
defense  market  during  these  periods.  The 
U.S.  government  maintained  funding  in 
areas  in  which  SAIC  has  strong  capabilities, 
such  as  research  and  development,  training, 
simulation  and  test  and  evaluation. 

Revenues  in  the  Environment  business  area 
decreased  slightly  as  a percent  of  total 
revenue  and  Energy  revenues  have 
remained  constant  at  9%  of  total  revenues. 

Other  Technical  Services  revenues  have 
increased  47%  during  fiscal  1995  and  20% 
during  fiscal  1994,  reflecting  the  company’s 
expansion  into  the  health,  transportation 
and  commercial  information  technology 
markets  and  mirrors  the  country’s  shift  of 
priorities  and  resources  from  defense 


programs  to  civilian  programs  in  areas  such 
as  health  care  and  transportation. 

The  mix  of  contracts  for  fiscal  1995  consisted 
of  50%  cost  reimbursement,  21%  time  and 
materials  and  firm  fixed-price  level-of-effort, 
and  29%  firm  fixed-price. 

Revenues  for  fiscal  1996  are  expected  to 
exceed  $2  billion. 

Market  Financials 

Revenue  from  the  U.S.  government,  either 
as  a prime  contractor  or  subcontractor, 
accounted  for  86%  ($1.65  billion)  of  SAIC’s 
total  revenue  in  fiscal  1995,  compared  to 
88%  ($1.47  billion)  of  total  revenue  in  fiscal 
1994  and  88%  ($1.32  billion)  of  total  revenue 
in  fiscal  1993. 

The  remainder  of  SAIC’s  revenue  ($270 
million  in  fiscal  1995,  $200  million  in  fiscal 
1994  and  $180  million  in  fiscal  1993)  was 
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derived  from  state  and  local  government  and 
commercial  clients. 

SAIC’s  principal  markets  include  national 
security,  energy,  environment,  health,  space, 
transportation  and  information  technology. 

Geographic  Markets 

Virtually  all  of  SAIC’s  revenue  is  derived 
from  sales  to  U.S.  customers. 

Employees 

SAIC’s  employees  are  segmented 
approximately  as  follows: 


Technical/professional 76% 

Managerial 13% 

Administrative  professional 11% 


100% 

As  of  October  1995,  SAIC  had  20,576 
employees,  including  500  overseas 
employees,  counting  both  nationals  and 
expatriates.  SAIC’s  Sector  employees 
(excluding  corporate  staff  and  subsidiaries) 
are  aligned  as  follows: 


Advanced  Technology  & Analysis 1,744 

Commercial  Technology 486 

Energy,  Environment  & Eng 2,266 

Information  & Technology  Sys 1,048 

Maritime  Technology 581 

Science  and  Engineering 1,426 

Studies  and  Systems 1,033 

Systems  Technology  & Integration  ..  1,983 

Technology  Applications 1,208 

Technology  & Advanced  Systems 1,286 

Technology  Solutions 1,339 

Transportation 713 

Space,  Earth  & Atmospheric 

Sciences  Group 450 


Key  Products  and  Services 

This  section  will  focus  on  the  information 
services  provided  by  SAIC,  which  are  offered 
through  most  of  SAIC’s  Sectors. 

SAIC’s  systems  integration  services  include 
analysis/requirements,  design,  development, 
installation/testing  and  maintenance/ 
support. 

The  company’s  expertise  in  database 
management  includes  database  integration, 
data  navigation  and  mining,  database 
creation/maintenance,  extensive  Oracle 
experience,  graphical  user  interfaces, 
interactive  kiosks,  pen-based  systems  and 
algorithms/numerics. 

SAIC’s  experience  in  computer  software  has 
included  top-level  structure;  systems 
architecture,  and  network  designs  for  major 
software  packages;  systems  analysis, 
programming,  compiling  and  debugging; 
verification  and  validation  of  software 
developed  by  SAIC  and  other  firms;  software 
maintenance  and  conversion  or  upgrading  of 
software;  use  of  CASE  tools;  personnel 
training  in  software  development  and 
maintenance;  and  systems  engineering  and 
technical  assistance. 

SAIC  computer  security  specialists  have 
experience  in  penetration  analysis  and 
evaluation;  vulnerability  analysis  and 
evaluation;  security  risk  assessment;  secure 
system  design,  implementation  and 
installation;  security  engineering  and 
trusted  software  development;  contingency 
planning;  security  testing;  and  accreditation. 

SAIC’s  mainframe-to-client/server  migration 
expertise  includes  migration  strategies, 
extensive  software  development  migration 
experience,  client/server  engineering,  LAN 
performance  tuning,  LAN  management, 
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network  security  and  Lotus  Notes 
engineering  experience. 

SAIC  is  versed  in  a range  of  programming 
languages,  database  management  systems, 
networks  and  communications 
environments,  and  hardware  and  operating 
platforms. 

SAIC’s  information  services-related 
activities  are  summarized  below: 

Information  Technology 
SAIC  offers  a range  of  information 
technology  services,  including  consulting, 
systems  integration  and  outsourcing 
services.  The  company’s  expertise  includes 
open  systems,  client/server  architectures, 
networks  and  software  development. 

SAIC  was  selected  by  British  Petroleum 
Exploration  (BPX)  as  one  of  three  companies 
to  be  worldwide  partners  in  outsourcing 
BPX’s  computer  facilities  and  applications. 
SAIC  manages  BPX’s  European  applications 
and  runs  its  computer  operations  in 
Aberdeen  (Scotland).  SAIC  also  migrated 
BPX  systems  from  proprietary  environments 
to  client/server  architectures. 

Other  project  examples  include  the 
following: 

• Providing  consulting  to  the  Florida 
Department  of  Labor  in  the  area  of 
electronic  document  management  in 
processing  workers’  compensation  and 
dispute  resolution  cases 

• Developing  a business-based  information 
protection  plan  for  one  of  the  world’s 
largest  insurance  companies 

• Preparing  an  information  crisis 
management  plan  for  one  of  the  world’s 
largest  brokerage  firms 


• Assisting  Sun  Federal  to  develop  a secure 
operating  system  for  the  Sun  workstation 
family  that  complies  with  Defense 
Intelligence  Agency  secure  computing 
requirements 

• Assisting  the  U.S.  Patent  and  Trademark 
Office  to  automate  the  processing  of  patent 
and  trademark  applications 

• Designing  modular  physical  security 
systems  for  large  facilities  and  airports, 
including  J.C.  Penney  and  airports  in 
Anchorage,  Boise,  Brussels,  Denver, 
Honolulu,  Memphis,  New  York,  Orange 
County  and  San  Diego 

Health  Care 

SAIC  provides  integrated  systems  to  private 
sector  and  government  hospitals  and  clinics 
for  computerized  patient  records,  integrated 
delivery  systems,  outcomes  management, 
enterprise-wide  telecommunications  and 
legacy  system  upgrades. 

For  the  Department  of  Defense,  SAIC 
designed  and  built  the  Composite  Health 
Care  System  (CHCS) — the  largest  health 
care  information  system  in  the  world. 

CHCS,  deployed  at  550  DoD  medical  sites, 
connects  departments,  wards  and  outlying 
clinics,  integrating  their  information  with 
computerized  patient  files. 

In  March  1995,  SAIC  was  awarded  a $235 
million  contract  by  the  DoD  (Defense 
Medical  Information  System/System 
Integration,  Design,  Development, 
Operation,  Management  System).  SAIC  will 
assist  in  the  selection,  use,  development  and 
application  of  hardware  and  software 
technologies  to  meet  current  and  future 
military  health  care  information  system 
requirements,  including  the  operation  and 
maintenance  of  software  and  data  collection 
functions. 
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In  early  1995,  SAIC  was  awarded  a contract 
with  the  DoD  to  build  community  networks 
linking  military  medical  facilities  (using 
CHCS)  with  civilian  providers  and  VA 
medical  centers. 

For  the  Department  of  Veterans  Affairs, 
SAIC  designed  and  is  integrating  and 
operating  a multimillion-dollar 
telecommunications  network  to  link  more 
than  375  sites,  including  medical  centers, 
clinics,  benefits  offices  and  data  processing 
offices  in  all  50  states,  Puerto  Rico  and  the 
Philippines. 

In  May  1995,  SAIC  was  selected  to  help 
Kaiser  Permanente  build  its  next-generation 
computing  and  network  infrastructure  to 
support  the  HMO’s  clinical  and  business 
operations. 

For  the  Harris  Methodist  Health  Services 
Group  in  Fort  Worth  (TX),  SAIC  has 
supplied  a clinical  workstation  toolset  that 
supports  sharing  of  patient  and  business 
information. 

SAIC  is  automating  clinical  systems  in 
AtlantiCare  (New  Jersey)  hospitals,  clinics 
and  physicians’  offices. 

SAIC’s  JDA  subsidiary  provides  information 
systems  consulting  and  integration  services 
to  commercial  health  care  institutions. 

National  Security 

SAIC  has  supported  the  military  with 
systems  for  command  and  control,  advanced 
simulation,  information  management, 
logistics  and  planning  applications. 

Recent  examples  of  SAIC’s  work  for  the 
federal  government  are  summarized  as 
follows: 


• In  October  1995,  SAIC  was  awarded  a $28 
million  contract  to  support  the  Space  and 
Naval  Warfare  Systems.  SAIC  will 
integrate  computers  and  software  to 
implement  an  electronic  key  management 
system  for  automatic  communications 
security. 

• In  October  1995,  SAIC  was  awarded  an 
indefinite  delivery,  indefinite  quantity 
contract  to  provide  software  support 
services  to  the  Army  Information  Systems 
Software  Command.  SAIC  will  provide 
communications  software  design  and 
analysis  and  software  development, 
testing,  maintenance,  extension  and 
installation  services. 

• In  August  1995,  SAIC  was  awarded  a five- 
year  contract  worth  up  to  $200  million  to 
provide  information  systems  support  to  the 
Internal  Revenue  Service. 

• In  July  1995,  SAIC  was  among  those 
awarded  a contract  from  the  Defense 
Information  Systems  Agency  to  provide 
information  systems  security  services  and 
products  to  various  government  agencies. 
SAIC’s  portion  of  the  contract  is  estimated 
at  $300  million. 

• In  January  1995,  SAIC  was  selected  as 
part  of  the  Hewlett-Packard  team  to 
support  the  Navy’s  TAC-4  program.  SAIC 
will  provide  systems  integration,  rugged 
versions  of  HP  workstations  and  systems 
engineering  services.  SAIC’s  potential 
portion  of  the  contract  will  be  up  to  $160 
million. 

• In  January  1995,  SAIC  was  chosen  as  a 
subcontractor  to  TRW  for  the  Army’s  Force 
Battle  Command  Brigade  and  Below 
program.  SAIC  will  provide  commercial 
and  ruggedized  computers, 
communications  interface  hardware, 
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software  development  and  supporting 
integration  services.  SAIC’s  portion  of  the 
contract  is  $35  million. 

• The  Defense  Information  Systems  Agency 
selected  SAIC  to  integrate  the  Global 
Command  and  Control  System  (GCCS)  to 
support  the  commanders-in-chief  of  the 
unified  commands.  GCCS  is  a global 
command,  control,  communications, 
computer  and  intelligence  system  that  will 
directly  link  and  support  combat  troops  for 
all  U.S.  armed  services. 

• In  December  1994,  SAIC,  with  Lockheed 
Martin,  won  a contract  to  build  the  main 
U.S.  Army  command  and  control  system 
(Army  GCCS). 

• The  U.S.  Navy  has  contracted  with  SAIC 
to  improve  network  protocols  used  for 
TCP/IP  and  ATM  networks  in  support  of 
the  1997  Synthetic  Theater  of  War 
demonstration. 

• SAIC  completed  a major  architectural 
design  of  core  simulation  software 
(SIMCORE)  for  the  ARPA’s  War  Breaker 
program. 

• SAIC  is  supporting  the  DoD’s  renovation  of 
the  Pentagon,  creating  an  enterprise 
network  of  shared  communications  and 
computing  services.  This  work  is  part  of  a 
major  five-year,  follow-on  contract 
awarded  in  1994  by  the  U.S.  Army 
Information  Systems  Engineering 
Command. 

• SAIC  has  supported  the  Software 
Engineering  Directorate  at  the  U.S.  Army 
Missile  Command  to  upgrade  the  software 
skills  of  its  staff. 


SAIC  has  performed  a range  of  database 
management  work  for  the  federal 
government,  including: 

• The  design,  development  and  maintenance 
of  a geophysical  database  as  part  of  the 
U.S.  Air  Force’s  UMBRELLA  program 

• Implementing  a complete  system  for  the 
Department  of  Energy’s  Energy 
Information  Administration  (EIA)  that 
tracks  all  projects  and  deliverables 
produced  by  EIA 

• Developing  a complete  system  for  tracking 
all  research  sponsored  by  the  Department 
of  Energy 

• Developing  and  operating  an  on-line 
system  for  tracking  all  nonclassified 
shipments  of  nuclear  material  by  the 
Department  of  Energy 

• Systems  engineering  support  for  two  of  the 
largest  text  database  applications  in  the 
world — one  for  the  U.S.  Patent  and 
Trademark  Office  and  the  other  for  a 
major  intelligence  community  customer 

Law  Enforcement 

SAIC  integrated  the  first  automated 
fingerprint  identification  system  for  the  FBI. 
This  system  is  now  designed  to  serve  60,000 
local,  state  and  federal  law  enforcement 
agencies. 

In  early  1995,  SAIC  was  awarded  a $27.6 
million  contract  by  the  FBI  to  build  the 
Interstate  Identification  Index — a national 
criminal  history  system.  SAIC  will  migrate 
an  old  mainframe-based  system  to  a 
client/server  architecture. 

SAIC  has  designed  and  implemented  the 
Joint  Maritime  Information  Element  to  be 
employed  in  the  war  on  drugs.  This  system 
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provides  a classified  communications 
network  for  sharing  data  between  the  U.S. 
Coast  Guard,  the  Justice  Department  Drug 
Enforcement  Agency,  the  Customs  Service 
and  11  other  agencies. 

For  the  Georgia  Department  of  Corrections, 
SAIC  is  designing  an  image-based  electronic 
file  system  to  manage  offender  records. 

For  the  New  York  Police  Department,  SAIC 
is  integrating  a distributed  booking  system 
that  will  allow  the  city  to  redeploy  300 
officers  from  office  duties  to  the  field. 

Environment 

During  1994,  SAIC  helped  the  EPA 
integrate  a variety  of  legacy  systems  into 
one  uniform  multimedia  system  that 
simultaneously  manages  air,  water  and 
hazardous  waste  data. 

SAIC  assisted  the  EPA  in  developing  the 
Pollution  Prevention  Information  Exchange 
System  (PIES),  which  provides  24-hour,  free 
access  to  multimedia  technical  and  program 
information  on  pollution  prevention 
alternatives. 

SAIC  led  a multiagency  effort  to  combine 
databases  on  pollution  prevention  associated 
with  solvents  into  one  data  base  linked  to 
PIES. 

Geospatial  Information 

For  the  National  Oceanic  and  Atmospheric 
Administration,  SAIC  transferred 
technology  used  in  the  Defense  Mapping 
Agency  to  create  digital  map  displays  for  the 
National  Weather  Service. 

For  the  U.S.  Geological  Survey,  SAIC  used 
DoD  mapping  technology  to  create  the  next 
generation  of  topographic  maps. 


Energy 

SAIC  offers  plant  monitoring,  security  and 
supervisory  control  and  data  acquisition 
systems  for  the  utility  industry. 

During  1994,  SAIC  was  awarded  a contract 
with  Duke  Power  Company — one  of  the 
largest  contracts  to  date  to  replace  plant 
process  computers  in  the  nuclear  utility 
industry. 

Pennsylvania  Power  & Light  has  chosen 
SAIC  to  replace  existing  process  monitoring 
computer  systems  at  its  Susquehanna  plant. 

During  1994,  SAIC  installed  a real-time  risk 
management  system  for  the  Dukovany  Plant 
in  the  Czech  Republic. 

Other  energy  clients  include  Taiwan  Power 
Company,  Entergy  Corporation,  Tennessee 
Valley  Authority,  Carolina  Power  & Light, 
American  Electric  Power,  Pittsburgh  Energy 
Technology  Center  and  San  Diego  Gas  & 
Electric. 

Transportation 

SAIC  provides  a range  of  services  and 
customized  systems  to  ground,  water  and  air 
transportation  customers  worldwide. 

SAIC  was  one  of  the  nation’s  first  companies 
to  apply  radio  frequency  identification 
technology  to  the  transportation  industry. 
SAIC-developed  systems  now  automatically 
track  cars,  buses,  trucks,  airplanes  and  the 
cargo  they  contain. 

• One  of  SAIC’s  fastest  growing  business 
areas  is  automatic  equipment 
identification  (AEI)  systems  for  railroad 
companies.  SAIC  is  providing  AEI 
systems  for  the  Houston  Belt  & Terminal 
Railway  Company  and  the  Canadia  Pacific 
Rail  System. 
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• Expanding  into  other  markets,  such  as 
intermodal  yard  management  and  ports, 
SAIC  recently  installed  low-speed  AEI 
systems  for  the  in/out  gates  at  two  major 
Union  Pacific  intermodal  yards. 

SAIC  also  supplies  electronic  toll  and  traffic 
management  systems  to  a range  of  state  and 
local  government  agencies. 

• SAIC  has  installed  the  I-PASS  system  for 
electronic  toll  collection  on  Chicago’s 
North-South  Tollway  and  in  highway 
and/or  bridge  toll  booths  in  California, 
Florida,  Northern  Virginia,  and 
Massachusetts. 

• SAIC  has  developed  an  electronic 
transportation  management  system  using 
an  automatic  vehicle  identification  system 
to  monitor  the  inter-terminal  and  long- 
term parking  lot  bus  services  for  the  Port 
Authority  of  New  York  and  New  Jersey’s 
JFK  International  Airport. 

For  J.B.  Hunt,  the  second  largest  trucking 
company  in  North  America,  SAIC  integrated 
a dispatch,  monitoring  and  control  system 
for  touch-screen  tablet  computers.  Truck 
drivers  can  use  the  mobile  computers  to 
communicate  directly  with  dispatchers. 

In  the  area  of  aviation,  SAIC  provides  a 
range  of  professional  and  systems 
integration  services: 

• SAIC  continues  to  support  Loral  with  air 
traffic  control  software  for  the  U.S.  and 
other  countries. 

• SAIC  is  integrating  critical  aeronautical 
information  from  a range  of  National 
Airspace  System  resources  into  a single 
system  to  help  the  FAA  expedite  air  traffic 
flow. 


• Building  on  work  for  the  Denver 
International  Airport,  SAIC  developed  the 
concept  for  an  integrated  airport  ground- 
side  operating  system,  linking  major 
airport  information  systems  to  a common 
technology  core  and  supporting  real-time 
management  of  airport  operations. 

The  TravTek  project,  to  be  demonstrated  in 
Orlando  (FL),  will  provide  traffic 
information,  motorist  services  information, 
tourist  information  and  route  guidance  to 
operators  of  100  test  vehicles  equipped  with 
TravTek  devices. 

Amtrak  awarded  SAIC  a worldwide 
marketing  license  for  its  computer-aided 
train  dispatching  system.  With  this 
agreement,  SAIC  can  provide  any  transit  or 
railroad  company  with  a customized  system 
for  improving  traffic  flow  and  safety. 

Marketing  and  Sales 

SAIC  Corporate  Development  has  12  full- 
time  market  development  personnel. 

Although  it  varies  over  time,  on  average  the 
SAIC  Sectors  have  about  200  people  directly 
assigned  to  market  development. 

In  addition,  SAIC  has  arrangements  with 
outside  consultants  to  assist  in  marketing 
specific  opportunities.  However,  as  an 
employee-owned  company,  most  of  SAIC’s 
employees  “market”  their  services  through 
market  development  on  existing  contract 
engagements. 

Alliances 

SAIC  has  alliances/marketing  agreements 
with  a range  of  vendors,  including  the 
following: 

• Sybase  (health  care  and  oil  and  gas 
markets) 
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• Symmetrix  (banking  and  insurance 
markets) 

• HBO  & Company  (health  care) 

• Amtrak  (rail  transportation) 

Competitors 

SAIC’s  major  competitors  for  information 

services-related  contracts  include  Computer 

Sciences  Corporation,  PRC  and  EDS. 

Assessment 

SAIC’s  strengths  in  the  information  services 

arena  include: 

• Significant  experience  in  systems 
integration  projects  for  the  federal 
government  since  1969 

• Expansion  of  offices  in  international 
markets 

• A network  of  strategic  office  locations  near 
its  major  customers  to  facilitate 
communications 

Challenges  over  the  coming  year  include: 

• Increasing  market  share  in  a declining 
federal  and  defense  market 

• Adjusting  to  the  acquisition  reform 
initiatives  of  the  Clinton  administration 
and  Congress 

• Increasing  market  share  in  the  company’s 
commercial  and  international  business 
areas 
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69190  Walldorf 

1 00  Stevens  Drive 

Germany 

Philadelphia,  PA  19113 

Phone: 

49  62  27  34  0 

U.S.A. 

Fax: 

49  62  27  34  12  82 

Phone:  (610)595-4900 

Internet: 

www.sap.com 

Fax:  (610)521-6290 

Chairman: 

Status: 

Employees  (average  1996): 
Revenue: 

Fiscal  Year  End: 


Dietmar  Hopp 
Public 
9,196 
DM  Million  3,722 
12/31/96 


Company  Description 

SAP  is  a leading  international  supplier  of 
enterprise  resource  planning  (ERP) 
application  software.  The  company’s  flagship 
product,  R/3,  has  been  instrumental  in 


Key  Points 


defining  the  ERP  market. 


SAP  is  a leading  Germany-based 
international  vendor  of  enterprise 
resource  planning  software. 

SAP’s  flagship  product,  R/3,  has  become 
the  de  facto  standard  for  this  market. 


SAP  was  founded  in  Germany  in  April  1972 
by  five  former  IBM  employees.  In  the  past  25 
years,  the  company  has  grown  from  a small 
regional  player  to  a large  international 
company  with  operations  and  partners 
worldwide. 


• Revenue  increased  by  38%  to  $2.3  billion 
in  1996. 

• SAP  has  enabled  R/3  for  the  Euro,  Year 
2000  and  Internet  technologies. 


In  1977,  SAP  was  transformed  into  a GmbH 
(a  closely  held  corporation)  and  won  its  first 
foreign  two  customers  in  neighboring 
Austria. 


The  SAP  R/2  system  was  launched  in  1978 
and  was  actively  marketed  internationally 
two  years  later. 
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In  1984,  SAP  formed  its  first  international 
company  in  Switzerland  and  by  the  end  of 
1985  the  company  could  report  customer 
sites  in  most  European  countries. 

In  1987,  SAP  announced  its  strategy  for  a 
new  generation  of  software,  the  R/3  system, 
which  has  formed  the  basis  of  the  company’s 
strong  growth. 

SAP  continued  its  international  expansion 
and  during  1988  established  subsidiaries  in 
Denmark,  Sweden,  Italy,  and  the  U.S. 

During  that  year,  the  company  increased  its 
capital  stock  from  DM  5 million  to  DM  60 
million  and  was  subsequently  converted  into 
a stock  corporation  and  floated  on  the 
market. 

Since  its  flotation,  SAP  has  expanded  its 
operations  globally  and  is  now  represented  in 
over  40  countries. 

Operations  and  Structure 

SAP’s  operations  are  organized  into  four 
regions.  Exhibit  1 shows  these  regions  and 
the  countries  where  SAP  is  represented 
either  directly  or  through  a partner. 

In  the  U.S.,  SAP  has  regional  offices  in 
Atlanta,  Boston,  Chicago,  Cincinnati, 
Cleveland,  Dallas,  Denver,  Houston,  Irvine, 
Minneapolis,  Philadelphia,  Pittsburgh, 
Parsippany,  San  Fransisco,  Seattle,  and  St. 
Louis.  In  Canada,  SAP  has  offices  in 
Calgary,  Montreal,  Ottawa,  and  Vancouver. 


Exhibit  1 

SAP  AG 

Country  Representation,  1997 


Region 

Country 

America 

Argentina,  Brazil,  Canada,  Chile 
Colombia**,  Mexico,  U.S. 
Venezuela** 

Europe 

Austria,  Belgium,  Croatia, 

Czech  Republic,  Denmark,  Finland, 
France,  Germany,  Greece*, 
Hungary*,  Italy,  Netherlands, 
Norway,  Poland,  Portugal,  Romania, 
Russia,  Slovak  Republic,  Spain, 
Sweden,  Switzerland,  U.K. 

Asia  Pacific 

Australia,  China,  Hong  Kong,  India, 
Indonesia,  Japan,  Korea,  Malaysia, 
New  Zealand,  Philippines, 
Singapore,  Taiwan,  Thailand 

Africa/Middle 

Israel*,  South  Africa,  Turkey*, 

East 

Middle  East* 

* Through  Partners  Source:  SAP  AG 

**  SAP  Andina 


Exhibit  2 details  SAP’s  executive  board  and 
the  members’  corporate  responsibilities. 
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Exhibit  2 

SAP  AG 

Executive  Board,  1997 


Name 

Function 

Dietmar  Hopp 

Chairman 

Sales  & Consulting, 
Administration 

Dr.  Claus  E.  Heinrich 

Logistics  Development 

Gerhard  Oswald 

Services,  IT  (CIO) 

Paul  Wahl 

Marketing 

SAP  America  (CEO) 

Prof.  Dr.  h.  c.  Hasso  Plattner 

Basis  Development, 
Technology 

Prof.  Dr.  Henning  Kagermann 

Financials  Development 

Dr.  h.  c.  Klaus  E.  Tschira 

Human  Resources 
Development 

Dr.  Peter  Zencke 

Basis  and  Logistics 
Development 

Source:  SAP  AG 


Company  Strategy 

SAP’s  company  strategy  relates  mostly  to 
R/3,  its  successful  enterprise  application 
suite  of  software. 

In  order  to  take  advantage  of  the  high  profile 
the  company  has  traditionally  had  in  the 
manufacturing  industries,  SAP  has 
developed  industry-specific  solutions  for 
fourteen  industries  (see  the  “Key  Products 
and  Services”  section).  The  company  is  also 
continually  taking  steps  to  ensure  that  it  has 
partners  present  in  local  markets  with 
knowledge  of  business  processes  relating  to 
the  specific  industries. 


SAP’s  partner  strategy  plays  a part  in  its 
success.  The  company  decided  early  not  to 
try  to  be  everything  to  everyone  but  instead 
to  concentrate  mostly  on  developing  its 
technologies.  Among  the  results  of  this 
strategy  are: 

• Ability  to  cover  markets  without  facing 
employee  explosion  and  “growing  pains” 

• Loyalty  from  partners  due  to  a consistent 
message  (“We  deliver  the  software,  you 
implement  and  deliver  the  service”). 

Other  companies,  such  as  Oracle,  have 
faced  problems  with  an  inconsistent 
partner  strategy. 

However,  even  if  SAP  has  built  up  a large 
network  of  Platform,  Logo,  and 
Implementation  Partners,  the  explosive 
growth  of  the  SAP  market  has  led  to  a 
shortage  of  SAP  skills  in  many  markets. 
Almost  two  years  ago,  SAP  launched  an 
intensive  education  program  to  train  its 
partners’  employees.  Without  this  action,  the 
company  may  have  had  to  face  a slow  down 
in  its  growth. 

On  the  product  side,  SAP  is  continually 
seeking  to  develop  R/3  so  that  it  addresses 
and  makes  use  of  newly  available  technology. 
R/3  is  now  Year  2000-  and  Euro-compliant 
and  compatible  with  Internet  and  intranet 
technologies. 

Financials 

SAP  announced  record  results  for  1996,  with 
revenue  up  38%  at  DM  3,722  million  ($2,268 
million)  and  net  profits  up  40%  at  DM  567 
million  ($346  million).  The  results  were 
unexpected  since  SAP  had  issued  a profit 
warning  in  October  on  the  basis  of  slower 
sales  in  the  third  quarter.  This  profit 
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warning  is  now  at  the  heart  of  the  current 
investigation  into  insider  trading  among  a 
few  SAP  employees. 

In  1996,  the  R/3  product  continued  to  fuel 
growth  with  an  increase  in  sales  of  44%  over 
1995  to  $1,445  million,  while  total  product 
revenue  grew  by  36%.  In  December  1996, 
SAP  began  shipping  its  Internet-enabled 
version  of  R/3,  which  the  company  hopes  will 
support  its  growth  for  1997. 

Exhibit  3 shows  a summary  of  SAP’s 
financial  performance  over  the  past  five 
years. 

The  company  expects  revenue  for  1997  to 
increase  by  25%  to  30%,  and  profits  to  grow 
by  1 or  2 percentage  points  above  revenue 
growth. 

Interim  Results 

In  the  first  quarter  of  1997,  SAP  had  total 
sales  of  DM  1,032  million,  which  was  an 
increase  of  49%  over  the  same  period  a year 
earlier.  R/3  sales  in  the  quarter  rose  by  52%. 


Pre-tax  profits  in  the  quarter  increased  by 
54%  over  the  same  period  in  1996. 

Exhibit  4 shows  an  analysis  of  SAP’s  revenue 
by  major  activity  for  1996. 

Exhibit  4 

SAP  AG 

Revenue  by  Activity,  1996 
(DM  Million) 


Activity 

Revenue 

Percent  of  Total 

Software  Products 

2,643 

71% 

Consulting 

744 

20% 

Training 

298 

8% 

Miscellaneous 

37 

1% 

Total 

3,722 

100% 

Source:  SAP  AG 


In  1995,  software  products  accounted  for  72% 
of  revenue  and  consulting  for  19%  of  revenue. 


Exhibit  3 


SAP  AG  Five-Year  Financial  Summary 
(DM  Million) 


Year 

1992 

1993 

1994 

1995 

1996 

Revenue 

831 

1,102 

1,831 

2,696 

3,722 

Annual  Growth  Rate 

18% 

33% 

66% 

47% 

38% 

Net  Income  after  Tax 

127 

146 

281 

405 

567 

Net  Income  as  a Percent  of  Revenue 

15.3% 

13.2% 

15.3% 

15.0% 

15.2% 

Average  Number  of  Employees 

2,935 

3,444 

4,596 

6,443 

9,196 

Revenue  per  Employee 

0.283 

0.320 

0.398 

0.418 

0.405 

Source:  SAP  AG 
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Geographic  Markets 

SAP’s  revenue  by  region  are  shown  in 
Exhibit  5. 

Exhibit  5 

SAP  AG 

Revenue  by  Region,  1996 
(DM  Million) 


Region 

Revenue 

Percent  of 
Total 

Europe 

1,810 

49% 

Americas 

1,350 

36% 

Asia  Pacific 

486 

13% 

Africa/  Middle  East 

76 

2% 

Total 

3,722 

100% 

Source:  SAP  AG 


Revenue  from  the  European  region  increased 
by  27%  from  1995  to  1996,  while  revenue  in 
the  Americas  grew  by  47%.  The  Asia  Pacific 
region  was  the  top  performer,  with  67% 
revenue  growth. 

Market  Analysis 

Exhibit  6 provides  INPUT’S  estimate  of  SAP’s 
1996  European  revenue  by  service  mode. 

Exhibit  7 shows  SAP’s  European  revenue  by 
vertical  market.  According  to  INPUT’S 
estimates,  the  company  still  generates 
almost  50%  of  its  revenues  in  its  traditional 
manufacturing  markets. 


Exhibit  6 

SAP  AG 

European  Revenue  by  Service  Mode, 


($  Millions) 


Service  Mode 

Revenue 

Percent 

($  Millions) 

of  Total 

Application  software 

820 

70 

products 

Professional  services 

355 

30 

Total  European  Software 

$1,175 

100 

& Services 

Source:  INPUT  estimates 


Exhibit  7 


SAP  AG 

European  Revenue  by  Industry  Sector, 
1996  ($  Millions)  


Industry  Sectors 

Revenue 
($  Millions) 

Percent 
of  Total 

Discrete  Manufacturing 

365 

31% 

Process  Manufacturing 

200 

17% 

Banking  & Finance 

175 

15% 

State  & Local  Government 

70 

6% 

Retail  Distribution 

60 

5% 

Insurance 

55 

5% 

Transportation 

50 

4% 

Wholesale  Distribution 

50 

4% 

Business  Services 

45 

4% 

T elecommunications 

40 

3% 

Utilities 

35 

3% 

Healthcare 

30 

2% 

Total 

$1,175 

100% 

Source:  INPUT  estimates 
Percentages  are  rounded 


SAP  AG 
June  1997 


©INPUT  1997.  Reproduction  prohibited. 


Page  5 of  1 0 


INPUT  Vendor  Profile 


Exhibit  8 shows  SAP’s  estimated  revenue  by 
European  country  for  1996.  Germany  is  still 
SAP’s  major  market.  However,  on  a 
worldwide  basis,  the  company  now  generates 
around  75%  of  revenue  outside  Germany. 

Exhibit  8 


SAP  AG 

European  Revenue  by  Country,  1996 
($  Millions) 


Country 

Revenue 
($  Millions) 

Percent  of 
Total 

Germany 

585 

50% 

Switzerland 

105 

9% 

United  Kingdom 

100 

9% 

Austria 

70 

6% 

Netherlands 

60 

5% 

France 

50 

4% 

Italy 

40 

3% 

Belgium/Luxembourg 

35 

3% 

Denmark 

25 

2% 

Spain 

20 

2% 

Sweden 

20 

2% 

Norway 

15 

1% 

Portugal 

15 

1% 

Rest  of  Europe 

35 

3% 

Total  European 
Software  & Services 

$1,175 

100% 

Source:  INPUT  estimates 
Percentages  are  rounded 


Key  Products  and  Services 

Products 

SAP’s  main  product  groups  are  the  R/2  and 
R/3  standard  software  applications  packages. 


The  R/2  version  is  aimed  at  mainframe 
operations  and  runs  in  IBM  370/390 
environments,  including  compatibles. 

The  R/3  product  offers  the  same  functionality 
as  R/2  and  is  based  on  open  systems  using: 

• Client/server  architecture 

• Object-oriented  development 

• Graphical  user  interfaces 

Although  R/3  is  SAP’s  most  successful 
product,  the  company  continues  to  develop 
and  support  the  R/2  system.  The  company 
has  a division  dedicated  to  R/2,  which  is 
currently  on  version  6.1. 

The  R/3  system  is  able  to  handle  Year  2000 
and  the  Euro  technologies.  In  general,  it 
covers  the  following  business  functions: 

• Cost  accounting 

• Financial  accounting 

• Fixed  assets  accounting 

• Human  resource  management 

• Materials  management 

• Plant  maintenance 

• Production  planning  and  control 

• Project  management 

• Quality  assurance 

• Sales  order  entry 

• Shipping  and  invoicing 

• Management  accounting 

In  addition,  certain  cross-application  features 
are  provided,  such  as  system  management, 
telecommunications,  e-mail,  and  EDI. 
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The  R/3  system  offers  portability, 
scaleability,  and  interpretability.  The  product 
also  includes  a comprehensive  development 
environment,  an  information  model,  and 
features  aimed  at  supporting  business 
process  reengineering.  SAP  expects  to  ship 
early  versions  of  R/3  4.0  in  the  third  quarter 
of  1997. 

Platforms  supported  include: 

• Digital  UNIX 

• HP:  HP-UX 

• IBM:  AIX,  OS/400,  and  OS/390 

• SNI:  SINIX 

• SUN:  Solaris 

• Windows  NT 

As  well  as  offering  a broad-based 
functionality  in  its  standard  packages,  SAP 
develops  and  markets  variants  of  both  R/2 
and  R/3  to  meet  the  specific  needs  of  different 
countries  and  industries.  Industry-specific 
solutions  are  becoming  increasingly 
important  in  the  ERP  market.  Currently, 
SAP’s  solutions  for  vertical  markets  include: 

• SAP  High  Tech  & Electronics 

• SAP  Consumer  Products 

• SAP  Pharmaceuticals 

• SAP  Oil  & Gas 

• SAP  Utilities 

• SAP  Insurance 

• SAP  Banking 

• SAP  Automotive 


Services 

SAP  provides  pre-  and  post-sales  support  in 
both  technical  and  applications  consultancy, 
software  upgrade  installation,  and  education 
and  training.  It  also  offers  on-line  help  and 
remote  diagnostics. 

However,  the  backbone  of  SAP’s  service  and 
support  network  is  the  company’s 
partnerships  with  an  extensive  range  of 
information  technology  and  business 
consulting  companies  (see  “Alliances  and 
Acquisitions”  section).  SAP  has  over  3,000 
SAP  consultants  and  support  personnel  and 
its  certified  partners  together  have  more 
than  20,000  SAP  dedicated  consultants. 

A recent  addition  to  SAP’s  support  structure 
was  the  opening  of  a Service  & Support 
center  in  Dublin,  Ireland  in  February  1997. 
The  facility  will  provide  regional  customer 
support  and  remote  services  to  SAP’s  R/3 
customers  worldwide. 

Recent  Projects  and  Major  Clients 

At  the  end  of  March  1997,  SAP  had  over 
9,800  R/3  installations  worldwide  with  more 
than  1.5  million  users.  The  R/2  system  is 
installed  at  about  2,000  organizations  and 
companies. 

SAP  boasts  a good  hit  rate  among  America’s 
Fortune  500  companies,  including  many  of 
the  top  10  chemical,  food,  pharmaceutical, 
computer,  petroleum,  and  electronics 
companies. 

Recent  additions  to  SAP’s  customer  base  are 
Hoechst  Marion  Roussel,  Chrysler 
International  Finance,  TRW  Inc.,  and  Eskom 
in  South  Africa  (one  of  the  world’s  largest 
utility  companies). 

Exhibit  9 shows  some  of  SAP’s  major  clients 
worldwide. 
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Exhibit  9 

SAP  AG 


A Selection  ol 

Major  Clients 

Vertical  Market 

Customer 

Process  Manufacturing 

AGIP 

Elf  Acquitaine 
Dow  Chemical 
DuPont 

Exxon  Corporation 
Hoffmann-La  Roche 
ICI 

Procter  & Gamble 
Royal  Dutch  Shell  Group 
T exaco 

The  Coca-Cola  Company 
Total  Oil 

Discrete  Manufacturing 

AEG 

Allied-Signal 

BMW 

Ford  Motor  Company 

General  Motors  Company 

Hewlett-Packard 

IBM 

Lego 

Mitsubishi  Corporation 
Philips 

Toyota  Motor  Corporation 

Utilities 

Electricite  de  France 

Transportation 

American  Airlines 
British  Rail 
Deutsche  Bahn 
Deutsche  Lufthansa 
Flughafen  Frankfurt 
SwissAir 

Telecommunications  & Media 

Alcatel 

Orange 

ZDF 

Banking  & Finance 

Deutsche  Bank 

Source:  SAP  AG 
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Alliances  and  Acquisitions 

On  the  whole,  SAP’s  major  alliances  are  also 
the  company’s  partners,  particularly  the 
Global  Logo  Partners,  which  are  shown  in 
Exhibit  10. 

Exhibit  10 

SAP  AG 

Global  Logo  Partners  1997 


• 

Andersen  Consulting 

• 

IBM 

• 

Cap  Gemini 

• 

Deloitte  & Touche/ICS 

• 

Coopers  & Lybrand 

• 

KPMG 

• 

Computer  Sciences  Corp. 

• 

Origin 

• 

Digital 

• 

PLAUT 

• 

EDS 

• 

Price  Waterhouse 

• 

Ernst  & Young 

• 

SNI 

• 

Hewlett-Packard 

Source:  SAP  AG 


The  company  also  has  a network  of  National 
Logo  Partners  and  Implementation  Partners, 
who  are  represented  regionally  or  only  in 
selected  industries. 

Hardware  partners  include  Bull,  Digital, 
Hewlett-Packard,  IBM,  NCR,  Sun,  and  SNI. 
Generally,  partnerships  with  hardware 
vendors  are  based  on  the  establishment  of 
joint  competence  centers  to  support 
customers. 

SAP  has  a range  of  technology  partnerships 
with  vendors  of  databases,  operating 
systems,  networking,  and  other  information 
technology  products.  The  aim  of  these 
partnerships  is  to  ensure  seamless 
integration  of  third-party  products  with  SAP 
software  solutions.  SAP’s  Technology 
Partners  are  shown  in  Exhibit  11. 


Exhibit  1 1 

SAP  AG 

Technology  Partners  1997 


• 

Adobe 

• 

Intel 

• 

Apple 

• 

iXOS 

• 

Haht 

• 

Microsoft 

• 

Hewlett-Packard 

• 

Oracle 

• 

IBM 

• 

Software  AG 

• 

IDS  Prof.  Scheer 

• 

Sun 

• 

Informix 

Source:  SAP  AG 


• In  June  1997,  SAP  announced  that  it 
would  acquire  a 25.2%  stake  in  its  long- 
standing German  business  partner  IDS 
Prof.  Scheer.  IDS  helped  develop  SAP’s 
roadmap  for  implementing  R/3.  IDS  has 
revenues  of  around  DM  90  million  ($52 
million). 

• In  February  1997,  SAP  and  Software  AG 
formed  a joint  consulting  unit,  SAP 
Systems  Integration  GmbH,  which  is  60% 
owned  by  SAP.  The  company  will  focus 
on  customer  service  for  SAP  corporate 
clients,  targeting  the  public  sector, 
banking,  and  insurance. 

• In  August  1996,  SAP  bought  a 14%  stake 
in  Californian  IntelliCorp  Inc.  SAP 
further  has  a joint  development  and  a 
licensing  and  marketing  agreement  with 
IntelliCorp  taht  gives  the  U.S.  company 
the  right  to  include  the  R/3  Reference 
model  with  its  LiveModel  business 
modeling  tool. 

INPUT  Assessment 

SAP  continues  to  enjoy  success  with  its 
enterprise-wide  business  applications 
products,  particularly  the  R/3  system. 
However,  having  the  right  services  and 
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support  structure  that  will  enable  clients  to 
implement  and  take  full  advantage  of  their 
investment  is  key  to  SAP’s  continued  success. 

For  this  reason,  SAP’s  partner  networks  are 
of  the  utmost  importance.  Partners  are 
essential  to  selling,  implementing  and 
supporting  new  systems  on  a wide  variety  of 
platforms  in  different  countries.  SAP  has 
neither  the  infrastructure  nor,  despite  its 
strong  financial  position,  the  capital  to  do  all 
of  this  itself.  SAP  needs  to  keep  its  partners 
content  and  present  a coherent  and  loyal 
channel  strategy — and  the  company  seems  to 
be  doing  just  that. 

There  are  a now  a number  of  vendors  eager 
to  challenge  SAP  in  the  ERP  market. 
However,  the  company  has  managed  to  make 
its  product  the  de  facto  standard  in  the 
market,  which  makes  life  more  difficult  for 
the  competition. 


While  SAP  has  been  successful  in  gaining  a 
good  part  of  the  Fortune  500  companies  as 
clients,  it  is  now  increasingly  looking  to  move 
into  smaller  companies.  This  is  where  its 
competitors,  such  as  Oracle,  Baan,  SSA,  and 
PeopleSoft  may  prove  to  be  more  successful. 
SAP  may  find  that  “downsizing”  R/3  with  its 
rich  functionality  and  tight  integration  to 
business  processes  is  a difficult  task. 

Nevertheless,  SAP  is  likely  to  be  a force  to 
reckon  with  in  the  market  for  small  to 
medium  sized  businesses.  However,  in  order 
to  enjoy  success  in  this  marketplace,  the 
company  will  need  to  change  its  model  for 
going  to  market.  For  SAP  really  to  become  a 
volume  software  company,  it  will  need  to 
develop  a reseller  program,  as  it  already  has 
done  in  the  U.K. 


Page  10  of  10 


©INPUT  1997.  Reproduction  prohibited. 


SAP  AG 
June  1997 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


May  1 996 
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SAS  Institute  Inc 


President: 


H.  Goodnight 


SAS  Campus  Drive 
Cary,  NC  27513-2414 
Phone:  (919)677-8000 

Fax:  (919)677-4444 

Internet:  http://www.sas.com 


Status:  Private 

Employees:  3,683(12/95) 

Revenue:  $562,400,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• SAS  Institute  Inc.  is  one  of  the  world’s 
largest  independent  software  companies. 

The  Institute  is  devoted  to  the  development, 
support,  and  maintenance  of  its  software 
and  related  services. 

• In  December  1995,  SAS  Institute  introduced 
the  Orlando  Release,  the  company’s  latest 
release  of  the  SAS®  System.  The  Orlando 
Release  extends  the  SAS  System’s  data 
warehousing  capabilities  and  paves  the  way 


for  strategic  implementation  of  warehouses 
with  data  warehousing  automation  tools 
that  will  be  added  in  1996. 

• In  the  late  fall  of  1995,  SAS  Institute  created 
its  Business  Division  to  continue 
development  efforts  on  the  company’s 
horizontal  and  vertical  market  offerings. 

• In  April  1995,  the  company  opened  the  new 
Data  Warehouse  R&D  department  to 
address  expanding  infrastructure 
requirements  for  building  and  managing 
corporate-level  data  warehouses  as  well  as 
department-level  “data  marts.” 
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Company  Description 

SAS  Institute  Inc.,  incorporated  in  1976, 
develops,  supports,  and  maintains  systems 
and  applications  software  products.  The 
company’s  flagship  product,  the  SAS®  System, 
is  an  integrated  suite  of  information  delivery 
software  for  business  decision  making. 

Organization  and  Structure 

SAS  Institute’s  key  executives  are  listed 
below: 


In  addition  to  its  headquarters  in  Cary  (NC), 
SAS  Institute  has  32  offices  in  North  America, 
30  in  Europe,  and  12  in  the  Asia/Pacific 
region. 

The  company  has  U.S.  regional  offices  in 
Atlanta,  (GA),  Austin  (TX),  Bedminster  (NJ), 
Boston  (MA),  Chicago  (IL),  Cincinnati  (OH), 
Dallas  (TX),  Denver  (CO),  Detroit  (MI), 
Hartford  (CT),  Houston  (TX),  Indianapolis 
(IN),  Kansas  City  (KS),  Los  Angeles  (CA), 
Minneapolis  (MN),  Nashville  (TN),  New 
Orleans  (LA),  New  York  (NY),  Orlando  (FL), 
Philadelphia  (PA),  Phoenix  (AZ),  Pittsburgh 
(PA),  Rockville  (MD),  San  Francisco  (CA), 
Seattle  (WA),  and  St.  Louis  (MO). 

SAS  Institute  also  operates  subsidiaries  in 
Australia,  Austria,  Belgium,  Canada, 
Denmark,  Finland,  France,  Germany,  Hong 
Kong,  Hungary,  Indonesia,  Italy,  Japan, 

Korea,  Malaysia,  Mexico,  the  Middle  East,  the 
Netherlands,  New  Zealand,  Norway,  the 
People’s  Republic  of  China,  the  Philippines, 
Poland,  Portugal,  Singapore,  Slovenia,  South 


Africa,  Spain,  Sweden,  Switzerland,  Taiwan, 
Thailand,  and  the  U.K. 

The  company  has  distributors  in  25  countries 
outside  the  U.S. 

Company  Strategy 

SAS  Institute’s  strategy  is  based  on  a 
customer-driven  focus.  One  way  in  which  the 
company  practices  this  is  through  an  annual 
survey,  the  SASware  Ballot®,  from  which  the 
responses  form  a foundation  for  future 
development  and  product  enhancements. 

One  of  the  major  goals  of  the  SAS  Institute 
has  been  to  strengthen  its  position  in  the  data 
warehouse  arena. 

• The  company  has  used  the  Orlando  Release 
to  pave  the  way  for  the  strategic 
implementation  of  warehouses  with 
technology  planned  for  release  in  1996, 
including  a tailored  environment  designed 
for  warehouse  managers  and  powerful 
extensions  to  the  company’s  OLAP 
environment,  such  as  multidimensional 
database  capabilities. 

• In  addition,  the  company  is  working  on  data 
warehouse  and  EIS  components,  ground- 
breaking graphical  information  systems,  a 
foundation  of  applied  analysis  programs, 
and  rapid  applications  development  tools. 

SAS  Institute  is  also  committed  to 
multiplatform  computing  and  a client/server 
strategy.  A key  priority  for  SAS  Institute  is  to 
continuously  strengthen  its  client/server 
architecture,  since  more  than  two-thirds  of  all 
SAS  software  sites  are  running  the  SAS 
System  in  multiple  environments. 

• New  releases  of  the  SAS  System  provide 
both  data  and  compute  services  to  include 
front-end  and  back-end  tools  for  accessing 
data  from  a variety  of  sources,  both 


Name 

Title 

Dr.  James  Goodnight 
John  Sail 
Lee  Richardson 
Art  Cooke 

President  and  Co-Founder 
Sr.  V P and  Co-Founder 
Director  of  Asia/Pacific 
President  of  European 
Headquarters 
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relational  and  nonrelational,  across  multiple 
architectures. 

• The  new  Orlando  Release  offers  a wider 
variety  of  tools  such  as  business  objects,  and 
brings  the  SAS  System  to  every 
implementation  of  Windows,  including 
Windows  95. 

• In  addition,  the  SAS  System  exploits  the 
computer  resources  of  the  server  hardware 
to  make  better  use  of  all  available  resources 
and  deliver  the  information  in  a form  most 
appropriate  to  the  needs  of  the  computer 
user  through  graphic  user  interfaces  and 
executive  information  system  interfaces. 

SAS  Institute  is  repositioning  itself  as  a total 
solutions  provider.  The  company  has  been 
very  successful  as  a software  tools  supplier, 
and  is  now  beginning  to  provide  ready-to-use 
applications  for  specific  vertical  markets  such 


as  the  pharmaceutical  industry,  and 
horizontal  markets  such  as  IT  service 
management. 

• In  1995,  the  company  created  a new 
business  unit,  the  Business  Solutions  R&D 
department,  focused  on  developing  a line  of 
targeted  business  solutions. 

• In  1996,  the  company  will  deliver  its  first 
packaged  products — one  for  human 
resources  reporting,  and  another  for 
financial  consolidation  and  reporting. 

Financials 

Total  1995  revenue  reached  $562.4  million,  a 
17%  increase  over  1994  revenue  of  $482 
million,  marking  SAS  Institute’s  19th 
consecutive  year  of  double-digit  growth.  SAS 
Institute  has  been  profitable  since  its 
formation  in  1976.  A five-year  revenue 
summary  follows: 


SAS  Institute  Inc. 
Five-Year  Revenue  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$562.4 

$482.0 

$420.3 

$365.5 

$295.1 

• Percent  change  from 
previous  year 

17% 

15% 

15% 

24% 

23% 

SAS  Institute  management  attributes  much  of 
its  revenue  growth  in  1995  to  the  expansion  of 
the  data  warehouse  market. 

Research  and  development  expenses  were 
approximately  $174  million  (31%  of  revenue) 
in  1995,  $149  million  (31%  of  revenue)  in 
1994,  and  $143  million  (34%  of  revenue)  in 
1993. 

The  major  factors  contributing  to  the  17% 
increase  in  R&D  spending  were  the  creation  of 


two  new  R&D  groups — the  Business  Solutions 
R&D  department,  formed  in  late  fall  1995,  and 
the  Data  Warehouse  R&D  department,  formed 
in  April  1995. 

Revenue  Analysis  by  Product / Service 
Total  revenue  from  PC  software  rose  36% 
during  1995,  UNIX  software  revenue  grew 
37%,  and  mainframe  revenue  increased  13%. 
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• Client/server  software  grew  23%  during 
1995. 

• In  1995,  61%  of  the  company’s  new  software 
revenue  (from  first-year  license  fees,  not 
renewal  fees)  was  derived  from  PC  and 
UNIX  software. 

Market  Financials 

SAS  Institute’s  1995  revenue  was  derived 
from  clients  in  all  industries,  including  many 
Fortune  1000  companies.  Approximately  79% 
of  1995  revenue  was  derived  from  businesses, 
17%  from  government,  and  4%  from 
educational  markets. 


In  1995,  SAS  Institute  had  marked  growth  in 
revenue  for  the  insurance,  banking/finance, 
pharmaceuticals,  retail  sales,  and  health  care 
industries.  Approximately  17%  of  total  1995 
revenue  was  derived  from  the 
health/insurance  industry,  and  9%  from  the 
banking/finance  industry. 

Geographic  Markets 

Approximately  48%  of  SAS  Institute’s  1995 
revenue  was  derived  from  the  U.S.,  3%  from 
Canada,  38%  from  Europe,  and  11%  from 
Asia/Pacific  and  International  Operations.  A 
three-year  summary  of  geographic  source  of 
revenue  follows: 


SAS  Institute  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

- 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

269.9 

48% 

$245.8 

51% 

$222.8 

53% 

Canada 

16.9 

3% 

14.5 

3% 

14.0 

3% 

Europe 

213.7 

38% 

168.7 

35% 

140.6 

10% 

Asia/Pacific  and  International 

61.9 

11% 

53.0 

11% 

40.3 

33% 

Other 

— 

... 

— 

— 

2.5 

1% 

Total 

$562.4 

100% 

$482.0 

100% 

$420.3 

100% 

Employees 

As  of  December  31,  1995,  SAS  Institute  had 
3,683  full-time  employees  worldwide — 2,404 
employees  in  North  America,  1,023  in  Europe, 
and  256  in  the  Asia/Pacific  region. 


Key  Products  and  Services 

With  more  than  3.5  million  users  in  119 
countries,  SAS  software  products  were 
installed  at  29,400  sites  as  of  December  31, 
1995,  up  from  28,300  sites  in  1994,  and  26,661 
sites  in  1993. 

A three-year  summary  of  the  number  of  sites 
and  installed  products,  by  processor,  follows: 
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SAS  Institute  Inc. 
Three-Year  Site  and 
Product  Installation  Summary 


Fiscal  Year 

1995 

1994 

1993 

Hardware  Platform 

Sites 

Product 

Installations 

Sites 

Product 

Installations 

Sites 

Product 

Installations 

Mainframes 

6,300 

28,300 

6,600 

30,000 

7,058 

31,737 

Minicomputers 

2,500 

13,700 

2,800 

14,000 

3,069 

15,070 

UNIX 

5,200 

30,000 

4,500 

203,000 

3,751 

200,000 

Personal  computers 

15,400 

950,000 

14,400 

875,000 

12,783 

655,000 

Software  Products 

SAS  Institute’s  current  software  products  are 
outlined  in  the  exhibit  on  the  following  page. 

The  SAS  System  is  an  integrated  suite  of 
software  products  for  enterprise-wide 
information  delivery  that  provides 
organizations  with  tools  to  access,  manage, 
analyze,  and  present  their  data  within  an 
application  development  environment. 

• The  SAS  System  has  been  designed  to 
support  effective  information  delivery  by: 

- Providing  universal  data  access 

- Increasing  the  capabilities  and  breadth  of 
applications  in  the  software 

- Providing  user  interfaces  to  match  user 
needs  and  experience 

- Supporting  and  exploiting  the  advantages 
of  computer  hardware  platforms 


• The  SAS  System  is  grouped  into  modular 
components  that  give  organizations  the 
opportunity  to  obtain  only  the  functions  they 
need.  As  organizations’  needs  grow,  they 
can  add  additional  SAS  System  components. 

• Capabilities  within  the  SAS  System  include 
EIS,  data  warehousing,  graphics,  data 
analysis,  report  writing,  quality 
improvement,  project  management, 
computer  performance  evaluation, 
client/server  computing,  database  access, 
decision  support,  applications  development, 
and  more. 

• The  SAS  System’s  MultiVendor 
Architecture™  (MVA™)  maximizes  the 
system’s  ease  of  migration  from  one 
operating  environment  to  another.  With 
MVA,  the  SAS  System  is  a vendor- 
independent  system  that  runs  similarly 
across  all  environments  the  SAS  System 
supports. 
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Exhibit 

SAS  Institute  Software  Products 


Product 

Description 

Year 

Introduced 

SAS  System 

- Base  SAS 

Foundation  of  SAS  System,  for  data  access,  management,  analysis, 
and  presentation 

1976 

- SAS/FSP® 

Full-screen  product  for  data  entry,  retrieval,  and  letter  writing 

1981 

- SAS/AF® 

Interactive  facility  for  application  development,  computer-based 
training,  and  on-line  help  systems 

1985 

- SAS/GRAPH® 

High-resolution  color  graphics 

1980 

- SAS/OR® 

Project  management  and  operations  research 

1983 

- SAS/QC® 

Tool  for  statistical  quality  improvement 

1986 

- SAS/ETS® 

Econometric,  time  series  analysis  tool 

1980 

- S AS/I  ML® 

Interactive  matrix  programming  facility 

1985 

- SAS/STAT® 

Full-function  statistical  analysis 

1986 

- SAS/SHARE® 

Multiple-user  access  tool  for  concurrent  updating  of  SAS  data 

1987 

libraries;  computer  performance  evaluation  tool 

1989 

- S AS/ACC  ESS® 

Interfaces  for  linking  SAS  System  with  various  databases 

1989 

- SAS/RTERM® 

Terminal  emulation  and  high-resolution  graphics 

1985 

- SAS/ASSIST® 

Menu-driven  interface  to  SAS  System  tools 

1988 

- SAS/CONNECT® 

Cooperative  and  distributive  processing 

1990 

- SAS/SPECTRAVIEW® 

Multidimensional  visualization  tool 

1995 

- SAS/INSIGHT™ 

Interactive  statistical  graphics 

1990 

- SAS/ENGLISH™ 

Natural  language  interface 

1992 

- SAS/LAB™ 

Statistical  and  graphical  data  analysis  for  scientists  and  engineers 

1992 

- SAS/CALC™ 

Electronic  spreadsheet 

1992 

- SAS/EIS™ 

Executive  information  system  development  tool 

1992 

- S AS/TOOLKIT™ 

Tools  for  user-written  procedures 

1992 

- SAS/PH-Clinical™ 

Clinical  data  review 

1992 

SAS/C®Compiler 

Mainframe  C compiler 

1985 

SAS/C  Cross-Platform 

C compiler  for  UNIX 

1994 

Compiler 

SAS/C  C++  Development 

Development  tool  for  mainframes 

1993 

System 

SAS/C  Compiler  for 

Microcomputer  C compiler 

1990 

AmigaDOS 

JMP® 

Macintosh  (and  Windows)  statistical  visualization  package 

1989 

SYSTEM  2000® 

Database  management  system 

1984 

Emulus® 

IBM  3270  emulation  package  for  UNIX 

1994 

InfoTap™ 

Full-text  search  and  retrieval  system 

1994 
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• The  SAS  System  supports  mainframes 
(MVS,  CMS,  VSE),  minicomputers 
(OpenVMS  for  VAX  and  AXP),  UNIX 
workstations  (SunOS,  HP-UX,  AIX,  DG/UX, 
ULTRIX,  RISC/os,  Digital  UNIX,  MIPS  ABI, 
Intel  ABI),  personal  computers  (DOS, 
Macintosh,  OS/2,  Windows,  Windows  NT), 
and  supercomputers  (ConvexOS). 

SYSTEM  2000  runs  on  IBM  370,  390,  30XX, 
43XX,  93XX,  and  compatible  computers  under 
OS,  CMS,  DOS/VS,  DOS/VSE,  and  in 
conjunction  with  CICS;  the  Unisys  Series  1100 
under  OS  1100;  and  the  Control  Data  6000 
and  CYBER  series  under  NOS  and  NOS/BE. 

Recent  product  announcements  include  the 
following: 

• The  SAS/SPECTRAVIEW®  software,  a 
point-and-click  multidimensional 
visualization  tool,  permits  four-dimensional 
exploitation  of  the  SAS  System  for  Data 
Warehousing. 

• The  SAS  Business  Solution  for  Financial 
Consolidation  & Reporting  is  the  first  in  a 
series  of  SAS  Business  Solutions  to  deliver 
integrated  data  warehouse  and  OLAP 
techniques  in  a targeted  application  for  a 
specific  group  of  business  professionals. 

• The  Orlando  Release,  named  after  the  city  in 
which  it  was  first  previewed  in  1995,  is  the 
newest  release  of  the  SAS  System  . It 
provides  enhancements  in  data 
warehousing,  applications  development, 
business  intelligence,  and  analytic  and 
technical  applications.  In  particular,  the 
Orlando  Release  extends  the  SAS  System’s 
data  warehousing  capabilities  and  is  laying 
the  foundation  for  strategic  implementation 
of  warehouses  with  data  warehousing 
automation  tools  that  will  be  added  in  1996. 


The  company  licenses  all  software  products  on 
an  annual  basis  (with  the  exception  of  the 
JMP  family  of  products). 

• License  fees  for  mainframe  and 
minicomputer  products  are  based  on 
machine  classification.  Fees  for  the  PC 
products  are  based  on  the  number  of 
workstations  where  the  product  is  installed. 
Renewals  are  available  at  lower  rates. 

• Technical  support,  enhancements,  and  one 
set  of  documentation  are  included  in  the 
annual  license  fee. 

• Discounts  are  available  to  degree-granting 
institutions. 

Customer  Services 

SAS  Institute  offers  free  software  updates  and 
enhancements;  phone-in  technical  support;  24- 
hour  on-line  support;  consulting  services; 
instructor-,  video-  and  computer-based 
training  courses;  documentation;  quarterly 
technical  journals;  a network  of  local,  regional, 
national,  and  international  users  groups;  and 
a free  quarterly  newsmagazine. 

Instructor  training  is  available  at  the  Institute 
Training  Center  in  Cary  (NC)  and  at  SAS 
Institute  regional  offices.  Instruction  is  also 
held  at  customer  sites  and  hotel  and 
conference  centers  across  the  U.S. 

The  Institute  also  distributes  an  annual 
survey— the  SASware  Ballot®.  The  responses 
to  the  ballot  provide  a foundation  for  future 
development  and  product  enhancements. 

Clients 

Approximately  66%  of  SAS  Institute’s  clients 
are  businesses  (including  97%  of  the  Fortune 
100),  18%  are  universities,  and  16%  are 
government  agencies.  Two-thirds  of  all 
organizations  with  the  SAS  system  are  using 
the  software  in  multiple  environments. 
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SAS  Institute’s  commercial  clients  represent  a 
range  of  industries,  including  aerospace  and 
military  commodities,  airlines,  agriculture  and 
forest  products,  appliances  and  household 
durables,  autos  and  automotive  products, 
banking,  beverages  and  food  products,  tobacco, 
broadcasting  and  publishing,  business  and 
public  services,  chemicals,  construction  and 
housing,  data  processing  and  reproduction, 
electric  and  gas  utilities,  electrical  and 
electronics,  energy  equipment  and  services, 
energy  sources,  financial  services,  health  and 
personal  care,  industrial  components, 
insurance,  leisure  and  tourism,  machinery  and 
engineering,  merchandising,  metals  and  steel, 
pharmaceuticals,  recreation  and  other 
consumer  goods,  road  and  rail  transportation, 
telecommunications,  wholesale,  and 
international  trade. 

Some  of  SAS  Institute’s  announced  customers 
include  Alcoa,  American  Airlines,  Amoco, 
AT&T,  Avon  Products,  Coca-Cola,  Data 
General,  Daimler-Benz,  Digital  Equipment, 
Duke  University,  Du  Pont,  Exxon,  Harvard 
University,  Hewlett-Packard,  IBM,  MCI 
Communications,  Monsanto,  Pfizer,  Rohm  and 
Haas,  Rolls  Royce,  Shell  Oil,  Sun 
Microsystems,  3M,  Upjohn,  and  the  U.S. 
Bureau  of  the  Census. 

Marketing  and  Sales 

SAS  Institute  markets  its  products  in  the  U.S. 
through  a direct  sales  force. 

Outside  the  U.S.,  the  company  markets  its 
products  through  subsidiaries  and 
distributors. 

SAS  Institute  also  has  distributors  in 
Argentina,  Brazil,  Chile,  Columbia,  Egypt, 
Greece,  India,  Ireland,  Israel,  Latvia, 

Lithuania,  Pakistan,  Panama,  Puerto  Rico, 
Russia,  Saudi  Arabia,  Turkey,  Uruguay,  and 
Venezuela. 


Alliances 

SAS  Institute  maintains  strategic 
development  and  marketing  partnerships  with 
all  major  hardware  vendors,  various  software 
vendors,  systems  integrators,  and  leading 
consultancies. 

SAS  Institute’s  Quality  Partners  Program  is  a 
program  designed  to  assist  and  support  third- 
party  organizations  whose  primary  business  is 
providing  consulting  services  using  SAS 
software.  The  Program  currently  has  more 
than  100  partner  organizations  worldwide. 

In  1995,  SAS  Institute  founded  the  joint 
Customer  Technology  Center  with  key  IT 
partners,  including  IBM,  Digital  Equipment 
Corporation,  Sun  Microsystems,  and  Hewlett- 
Packard.  This  center  will  help  customers 
speed  up  the  process  of  integrating  UNIX 
workstations,  PCs,  and  mainframe  systems  for 
mission-critical  data  and  software 
applications. 

During  1995,  SAS  Institute  also  launched  the 
Rapid  Data  Warehouse  Partners  Program  to 
help  user  organizations  quickly  implement 
complete,  end-to-end  data  warehouse 
solutions.  Charter  members  of  the  program 
include  IBM,  Hewlett-Packard,  Digital 
Equipment,  Sun  Microsystems,  and  Computer 
Sciences  Corporation. 

Cooperative  relationships  with  hardware  and 
software  vendors  include  the  following: 

• IBM  Corporation — SAS  Institute  has  had  a 
formal  business  relationship  with  IBM  since 
1988  and  was  one  of  the  first  independent 
software  companies  to  fully  endorse  IBM’s 
SAA. 

- SAS  Institute  has  a joint  development 
agreement  with  IBM  for  the  ESA/390 
architecture  and  is  an  IBM  Business 
Partner  through  the  Cooperative  Software 
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Program  on  the  RS/6000  in  the  RISC/AIX 
arena,  and  for  VSE/ESA  and  VSE/SP 
environments  in  the  U.S.  and  Canada. 

- The  Institute  is  also  working  with  IBM  in 
the  UNIX  market  to  provide  a complete 
hardware/software  solution  for  distributed 
application  processing. 

- In  1995,  SAS  became  a participant  in 
IBM’s  Market  Development  program  for 
the  AIX  operating  system,  full  support  for 
OS/2,  and  a strategic  relationship  for  data 
warehousing  and  parallel  processing  on 
SAS’s  SP/2  machines. 

• Microsoft  Corporation — SAS  Institute  is  a 
Microsoft  Solution  Development  Partner, 
working  on  joint  development  and 
marketing-related  issues. 

- In  1995,  the  two  companies  worked 
together  in  the  development  of  the  SAS 
Orlando  Release  to  provide  a 32-bit 
version  of  the  SAS  System  that  exploits  all 
current  Windows  operating  systems. 

- SAS  is  also  working  with  Microsoft  to 
provide  full  compatibility  with  Microsoft’s 
new  BackOffice  suite  of  products. 

• Digital  Equipment  Corporation — SAS 
Institute  became  a Digital  Cooperative 
Marketing  Partner  in  1987.  The  alliance 
covers  OpenVMS  on  VAX  systems  and 
ULTRIX  on  RISC-based  systems. 

- In  1990,  SAS  Institute  and  Digital  began 
working  together  on  Digital’s  64-bit  Alpha 
AXP  RISC  systems,  and  SAS  implemented 
the  SAS  System  to  support  Alpha. 

- Recently  the  companies  entered  into  an 
engineering  and  marketing  agreement  to 
bring  the  benefits  of  64-bit  computing  to 


rapid  data  warehousing,  database 
marketing,  and  decision  support  systems. 

• Intel  Corporation — In  1995,  SAS  Institute 
was  part  of  the  early  testing  program  for  the 
new  Pentium  Pro  chip  from  Intel,  and 
continues  to  work  closely  with  Intel  in 
developing  and  planning  upcoming 
hardware  and  software  technology. 

• Apple  Computer,  Inc. — SAS  Institute  is  a 
member  of  Apple’s  Partners  Program.  The 
marketing  and  development  relationship 
resulted  in  the  release  of  the  SAS  System  for 
Macintosh  platforms  in  1995. 

• Sun  Microsystems— SAS  Institute  is  a 
Catalyst  Premier  Partner  and  is  involved 
with  Sun  in  joint  technology  exchanges,  joint 
marketing,  and  communications  programs. 

• Hewlett-Packard — SAS  Institute  is  a 
member  of  the  HP  Channel  Partner  program 
and  continues  to  be  a supplier  of  software 
solutions  on  the  HP  9000  platform.  For  the 
past  two  years,  Hewlett-Packard  has  been 
the  fastest  growing  major  UNIX  platform  for 
SAS  System  licenses. 

Other  vendors  with  whom  SAS  Institute  has 

business  relationships  include  the  following: 

• Hardware  vendors — Amdahl  Corporation, 
AT&T/Global  Information  Solutions,  Axil 
Computers,  Bull  Systems,  Compaq, 
Comparex,  Concurrent,  Control  Data,  Dansk 
Data  Electroniques,  Data  General,  Fujitsu, 
HaL  Computers,  Hitachi,  ICL,  MasPar 
Computer  Corporation,  Motorola,  NEC 
Technologies,  Pyramid  Technology,  Sequent, 
Siemens  Nixdorf,  Silicon  Graphics,  Sony 
Corporation,  Tadpole  Technology,  Tandem, 
and  Unisys 

• Software  vendors — Attachmate  Corp., 
Bitstream,  Inc.,  Borland  International, 
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Cincom  Systems,  Computer  Associates, 
Interleaf,  Intersolv,  Inc.,  Landmark 
Graphics,  Lotus  Development,  Netscape, 
Novell,  Inc.,  OpenConnect  Systems,  Persoft, 
Segue  Software,  Inc.,  Sterling  Software, 
SunSoft,  Inc.,  Syncsort  Inc.,  Taligent, 

TriTeal  Corp.,  and  Visionware 

• Peripherals  vendors — Cabletron  Systems, 
Computer  Corporation  of  America,  Concord 
Communications,  Inc.,  Digital 
Communication  Associates,  Eastman  Eicon 
Technology,  Hummingbird  Communication, 
Kodak,  QMS,  Seiko  Instruments  USA, 
Talaris  Systems,  Tektronix,  Xerox,  and 
Zephyr  Development 

• Information  suppliers — Claritas  Inc., 
CompuServe  Data  Technologies,  Dow  Jones, 
Geographic  Data  Technologies,  Inc.,  Reuters 
America,  and  S&P  Comstock 

Competition 

SAS  Institute’s  principal  competitors,  by 

specific  application  area,  include  the  following: 

• Data  management — Information  Builders’ 
FOCUS 


• Graphics — Computer  Associates’  DISSPLA 
and  TELL-A-GRAF 

• Statistical  analysis — SPSS 

• Database  management  systems — 
Information  Builders’  FOCUS,  Computer 
Associates’  RAMIS,  and  Must  Software 
International’s  NOMAD 

• C compiler  products — IBM 

• EIS — Comshare,  Information  Resources  Inc., 
Pilot  Executive  Software 

INPUT  Assessment 

SAS  Institute’s  large  investment  in  R&D  is  its 
greatest  strength,  keeping  the  company’s 
software  on  the  leading  edge  and  giving  it  a 
competitive  advantage. 

The  company  feels  that  its  greatest  challenge 
is  the  ongoing  battle  against  the  impression  in 
the  marketplace  that  the  SAS  System  is 
merely  a stat  package,  when  in  fact  it  has  far 
greater  capabilities. 
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SCS/COMPUTE,  INC. 

1 2444  Powerscourt  Drive 
Suite  400 

St.  Louis,  MO  63131 
(314)  966-1040 


Robert  W.  Nolan,  Chairman  & CEO 
Thomas  L.  MacDonald,  President  & COO 
Public  Corporation,  NASDAQ 
Total  Employees:  353  (Full-time) 

Total  Revenue,  Fiscal  Year  End 
1/31/92:  $36,687,569 


The  Company 


SCS/Compute,  Inc.  provides  microcomputer-based  tax  and 
accounting  applications  software  products  and  individual  and 
business  income  tax  return  processing  services  to  approximately 
12,000  firms  of  certified  public  accountants  and  other  tax 
professionals. 

• SCS/Compute  was  incorporated  in  Missouri  in  1981  to  purchase 
certain  assets  of  Comshare  Tax  Services,  Inc.,  a Comshare 
subsidiary.  The  predecessor  of  Comshare  Tax  Services  was 
Systematic  Computer  Systems,  Inc.,  a corporation  formed  in  1972 
by  Robert  W.  Nolan  and  James  W.  Andrews. 

• SCS/Compute  was  reincorporated  in  Delaware  during  1986.  In 
September  1986,  SCS/Compute  sold  700,000  shares  of  common 
stock  in  an  initial  public  offering.  Net  proceeds  of  approximately 
$5.5  million  were  used  to  reduce  various  loans,  for  acquisition 
purposes,  temporarily  invested,  or  added  to  working  capital. 

SCS/Compute's  long-term  strategy  is  to  respond  to  the  changing 
computerized  tax  calculation  industry.  Increased  interest  in 
microcomputers  for  in-house  control  of  the  entire  tax  calculation 
process  has  driven  the  recent,  rapid  growth  of  in-house  tax  software. 

• In  response  to  this  new  interest,  SCS/Compute  marketed  its  first 
software  package  in  1985  and  expanded  its  software  offerings 
with  the  acquisition  of  Accountants  Microsystems  Incorporated 
(AMI)  in  1988.  Over  the  coming  years,  tax  software  and  services, 
which  presently  account  for  58%  of  total  revenues,  are  expected 
to  become  the  predominant  revenue  source  of  the  company. 

• In  April  1992,  SCS/Compute  adopted  a plan  to  restructure  its  tax 
processing  facilities.  This  plan  includes  the  closure  of  certain 
processing  centers  beginning  in  June  1992.  A one-time 
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restructuring  charge  of  $600,000  was  recorded  in  the  quarter 
ending  April  30,  1992,  reflecting  the  costs  associated  with  the 
plan. 

During  1990,  SCS/Compute  changed  its  fiscal  year  end  to  January 
31  from  April  30.  The  action  acknowledged  the  shift  in  business 
mix  towards  tax  software,  which  has  experienced  recent  rapid 
revenue  and  earnings  growth,  from  tax  processing,  which  until 
recently  has  been  the  principal  source  of  revenues  and  earnings. 

SCS/Compute's  fiscal  1992  revenue  was  $36.7  million,  a 7% 
decrease  from  fiscal  1991  revenue  of  $39.4  million.  Net  income 
rose  22%,  from  $1.0  million  in  fiscal  1991  to  $1.2  million  in  fiscal 
1992.  In  the  five-year  summary  that  follows,  results  prior  to  fiscal 
1991  have  been  restated  to  reflect  the  change  in  year-end  date  from 
April  30  to  January  31. 


SCS/COMPUTE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1/92 

1/91 

1/90 

1/89 

1/88 

Revenue 

Percent  increase 

$36.7 

$39.4 

$35.7 

$30.3 

$22.9 

(decrease)  from 
previous  year 

(7%) 

10% 

18% 

32% 

45% 

Income  before  taxes 

$2.1 

$1.7 

$1.6 

$0.8 

$4.3 

■ Percent  increase 

(decrease)  from 
previous  year 

20% 

6% 

100% 

(81%) 

169% 

Net  income 
• Percent  increase 

$1.2 

$1.0 

$0.9 

$(0.3) 

$3.2 

(decrease)  from 
previous  year 

20% 

12% 

400% 

(109%) 

300% 

Earnings  (loss)  per  share 
• Percent  increase 

$0.47 

$0.38 

$0.29 

$(0.10) 

$1.05 

(decrease)  from 
previous  year 

24% 

31% 

390% 

(110%) 

239% 

Revenue  declines  were  attributed  to  the  anticipated  decline  in  tax 
processing  revenues. 

• SCS/Compute  management  anticipates  that  total  revenue  over 
the  next  several  years  will  remain  relatively  flat  as  higher  sales  of 
tax  software  compensate  for  declines  in  tax  processing. 
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Key  Products  and 
Services 


Revenue  for  the  three  months  ending  April  30,  1992  was  $7.9 
million  a 39%  decrease  from  $12.8  million  for  the  same  period  in 
1991.  Net  losses  were  over  $2.1  million,  compared  to  net  income  of 
$1.5  million  for  the  same  period  a year  ago. 

• Revenue  declines  were  attributed  to  a 46%  drop  in  tax 
processing  revenues. 

• Net  losses  were  attributed  to  $900,000  in  one-time  charges,  which 
included  approximately  $600,000  in  restructuring  charges  related 
to  the  tax  processing  business  and  a $300,000  loss  from  a test  of 
retail  electronic  tax  return  filing  joint  venture. 

As  of  March  31,  1992,  SCS/Compute  had  353  regular  full-time 
employees  and  had  as  many  as  589  temporary  employees  in 
operations  during  the  peak  months  of  February,  March,  and  April 
1991.  The  company's  full-time  employees  are  segmented  as  follows: 


Sales  72 

Product  development  and 
systems  166 

Operations  91 

Accounting  and  administrative  18 

Executive  and  administrative  6 


353 

Competitors,  by  product  line,  include  the  following: 

. Tax  software:  Lacerte,  Chipsoft,  and  CCH  Computax 

. Accounting  software:  Prentice  Hall  Professional  Software,  CP- 
Aids,  and  Creative  Solutions 

. Tax  processing:  CCH  Computax  and  Computer  Language 
Research 


Approximately  58%  of  SCS/Compute's  fiscal  1992  revenue  was 
derived  from  microcomputer-based  tax  and  accounting  software 
products  and  42%  from  batch  and  on-line  tax  processing  services 

A three-year  source  of  revenue  summary  follows: 
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SCS/COMPUTE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1/92 

1/91 

1/90 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Processing  services 

$15.5 

42% 

$20.5 

52% 

$19.8 

55% 

Software  products 

- Tax  software 

$17.7 

48% 

$14.8 

38% 

$11.3 

32% 

- Accounting  software 

3.5 

10% 

4.1 

10% 

4.6 

13% 

$21.2 

58% 

$18.9 

48% 

$15.9 

45% 

TOTAL 

$36.7 

100% 

$39.4 

100% 

$35.7 

100% 

Microcomputer  Software  Products: 

SCS/Compute's  tax  software  products  allow  the  professional  tax 
preparer  to  enter  the  taxpayer's  data  into  a PC,  which  immediately 
calculates  the  results  and  presents  its  as  it  will  appear  on  the  tax 
forms.  Once  the  preparer  is  satisfied  with  the  results,  the  tax  return 
can  be  printed  on  a laser  printer,  impact  printer,  pre-printed  forms, 
or  on  form  overlays. 

• SCS/Compute  maintains  a range  of  forms  and  schedules  for 
most  federal,  state,  and  local  income  tax  returns  required  to  be 
filed  for  individuals,  partnerships,  and  businesses.  The  company 
also  added  federal  fiduciary  (1041)  returns  to  its  product 
offerings  in  1991. 

• Tax  software  products  include  the  following: 

- The  TAX  MACHINER/Business  Tax  Family  of  tax 
preparation  systems  are  available  for  over  100  microcomputer 
systems  in  single  or  multiuser  configurations  and  operate 
under  most  LANs,  as  well  as  under  XENIX/UNIX  operating 
systems. 

- Software  tx,  introduced  in  mid-1991,  is  designed  to  ease  the 
transition  from  SCS/Compute  tax  processing  to  software. 

Input  sheets  and  on-screen  instructions  are  similar  to  those 
used  in  the  SCS/Compute  processing  service. 


Page  4 of  6 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


July  1992 


SCS/COMPUTE,  INC. 


INPUT 


- LMS  Tax/LMS  Business  Tax  products  are  designed  for  single- 
user,  DOS-based  systems,  but  are  compatible  with  many 
LANs. 

- Quick-Tax  is  used  to  calculate  individual  income  tax  returns 
only,  and,  as  a lower-priced  product,  is  targeted  for  the  smaller 
practice  catering  to  individuals.  Quick-Tax  EF  has  integrated 
electronic  filing  capabilities. 

- Approximately  6,000  accounting  firms  used  SCS/Compute  tax 
return  software  during  fiscal  1992,  compared  to  4,700  in  fiscal 
1991. 

Accounting  and  business  management  software  products  for  small 

business  and  public  accounting  firms  include  the  following: 

. DatawriteR  is  a client  accounting,  general  ledger,  and  financial 
statement  preparation  software  product.  The  Datawrite  product 
family  includes  add-on  modules  for  payroll  processing,  business 
ratio  analysis,  remote  data  entry,  and  file  importation  and 
exportation  to  and  from  other  AMI  products,  as  well  as 
spreadsheets  and  word  processing  programs. 

. Fixed  Asset  Management  is  a depreciation  package  that  helps 
monitor  and  plan  depreciation  and  disposition  of  capital  assets. 


• The  Business  Partner  Series  is  a family  of  general  business 
accounting  software  products.  Modules  include  General  Ledger, 
Payroll,  Accounts  Payable,  Accounts  Receivable,  Fixed  Asset 
Management,  Sales  Order  Management,  Inventory  Control,  and 
Purchase  Orders. 

Processing  Services: 

SCS/Compute  provides  individual  (1040)  and  business  (1065,  1120, 
and  1120S)  income  tax  return  processing  services  to  firms  of 
accountants  and  tax  professionals.  SCS/Compute  offers  the 
following  tax  processing  services  for  individual  and  business  returns. 


Batch,  or  "Remote  Processing  Service"  customers  complete 
SCS/Compute-designed  input  forms  with  tax  data  and  deliver 
them  to  operations  centers  where  they  are  reviewed,  entered  into 
the  computer,  processed,  and  laser  printed.  Completed  tax  forms 
are  then  delivered  to  the  accountant  for  filing  with  federal  and 
state  authorities.  Normal  turnaround  time  is  48  hours. 

The  key/LASER  Processing  Service,  introduced  in  1984,  is  an 
on-line  telecommunications  service  for  customers  who  wish  to 
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use  their  microcomputers  to  access  SCS/Compute's  proprietary 
tax  processing  system.  Customers  enter  tax  data  on  their 
microcomputers,  and  transmit  the  data  to  an  SCS/Corhpute  data 
center,  where  the  tax  liability  is  calculated.  Results  are 
transmitted  back  to  the  customer  for  final  approval.  Returns  can 
be  printed  on  SCS/Compute's  laser  printers  or  in  the  customer's 
office  using  the  key/LASER  Printback  option. 

The  LMS  Micro-Disk  Processing  Service  allows  customers  to 
input  tax  return  data  into  their  PCs,  calculate  the  tax  return,  and 
review  the  calculated  return  immediately.  The  customer  may 
then  either  telecommunicate  or  deliver  tax  return  data  to 
SCS/Compute  to  process  and  print  the  final  tax  return. 


One  hundred  percent  of  SCS/Compute's  revenue  is  derived  from 
accountants  and  other  tax  professionals. 

SCS/Compute's  products  and  services  are  marketed  nationwide 
through  telesales,  employee  sales  representatives,  and  independent 
(non-employee)  sales  representatives. 


One  hundred  percent  of  SCS/Compute's  fiscal  1992  revenue  was 
derived  from  the  U.S. 

The  company  markets  its  software  products  and  processing  services 
in  all  50  states,  concentrating  on  local  and  regional  accounting 
firms. 

Operation  Centers,  which  support  SCS/Compute's  processing 
services,  are  located  in  St.  Louis,  Bellevue  (WA),  Phoenix,  Costa 
Mesa  (CA),  New  York,  Portland  (OR),  and  Atlanta. 

Additional  offices  are  located  in  Burlingame,  Pasadena,  and  San 
Francisco  (CA);  Denver  (CO);  New  York  (NY);  Orlando  and 
Tallahassee  (FL);  Crosset  (AR);  Springfield  (MA);  Charlotte  (NC); 
and  St.  Paul  (MN). 


SCS/Compute  has  data  processing  centers  in  Atlanta  and  Phoenix, 
with  IBM  and  Prime  computers  installed. 

Operation  Centers,  which  interface  with  SCS/Compute’s  data 
centers  for  processing,  have  three  or  four  high-speed  laser  printers 
installed  in  support  of  batch  printing  of  tax  returns. 
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SEI  Corporation 


Chairman  & CEO:  Alfred  P.  West,  Jr. 

President  & COO:  Henry  H.  Greer 

680  East  Swedesford  Road 
Wayne,  PA  19087-1658 
Phone:  (610)  254-1000 

Fax:  (610)254-1105 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
1,254  (12/93) 
$247,170,000 
12/31/93 


Key  Points 

• SEI  Corporation  supplies  a range  of 
information  and  financial  advisory, 
consulting  and  management  services  to  bank 
trust  departments,  plan  sponsors  and 
investment  managers. 

• 1993  revenues  reached  $247.2  million,  with 
Trust  and  Banking  contributing  $177.7 
million  and  Funds  Sponsor/  Investment 
Advisory,  $69.5  million. 


• In  1993,  SEI  created  a specialized  Retail 
Unit  that  is  designed  to  market  SEI's  mutual 
funds  and  new  and  existing  retail  asset 
management  services  through  new 
distribution  channels. 

• In  1993,  SEI  expanded  its  Advisors'  Inner 
Circle  Fund  offering  by  opening  eight  new 
portfolios  totaling  $300  million. 

Company  Description 

SEI  Corporation,  founded  in  1968,  offers  a 
variety  of  investment  products  and  services  to 
banks,  fund  sponsors  and  investment 
managers.  The  company  currently  serves 
approximately  2,400  clients. 
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Structure  and  operations 

SEI,  headquartered  in  Wayne  (PA),  has  U.S. 
offices  in  Atlanta  (GA),  Cambridge  (MA), 
Chicago  (IL),  Cleveland  (OH),  Dallas  (TX), 
Houston  (TX),  New  York  (NY),  San 
Francisco  (CA)  and  Wilmington  (DE).  Other 
offices  are  in  Halifax  (Nova  Scotia),  Toronto 
(Ontario),  Vancouver  (British  Columbia), 
Montreal  (Quebec)  and  Zurich  (Switzerland). 

SEI  has  two  principal  wholly-owned 
subsidiaries  that  are  investment  advisors 
registered  with  the  Securities  and  Exchange 
Commission  (SEC),  as  follows: 

• SEI  Financial  Services  (SFS) 

• SEI  Financial  Management  Corporation 
(SFM) 

Since  1991,  SEI  has  organized  its  operations 
around  the  markets  to  which  it  delivers 
products  and  services — Trust  and  Banking  and 
Fund  Sponsor/Investment  Advisory. 

• The  Trust  and  Banking  market  unit,  through 
SFM,  provides  information  processing  and 
software  services,  distribution  and 
administration  of  mutual  funds  and  other 
financial  products,  recordkeeping  services, 
performance  measurement  and  consulting 
services  to  banks.  It  also  provides  custody 
and  back-office  support  services  to  financial 
institutions. 

The  Trust  and  Banking  unit  contributed 
approximately  $177.7  million  (72%)  to  SEI's 
total  1993  revenue.  This  unit  comprises  the 
former  Information  services  and  Financial 
services  segments,  plus  the  bank-related 
business  formerly  reported  under  Benefit 
services  and  Evaluation  services. 


• The  Fund  Sponsor/  Investment  Advisory 
market  unit,  through  SFS,  provides 
performance  measurement,  consulting, 
recordkeeping  services  and  investment 
solutions  to  plan  sponsors  and  money 
managers,  along  with  strategic  asset 
planning  services  to  pension  plans  and 
insurance  companies. 

The  Funds  unit  contributed  about  $69.5 
million  (28%)  to  SEI's  1993  revenue.  This 
unit  contains  the  former  Evaluation  services 
segment  excluding  the  bank-related  business 
and  includes  the  fund  sponsor-related 
business  of  Benefit  services  and  two 
divisions  of  SFM  that  provide  strategic  asset 
planning  services  and  management  to 
pension  plans  and  insurance  companies. 

• In  1993,  SEI  created  a new  unit  called  the 
Retail  Unit  to  address  needs  of  retail 
investors  with  SEI  asset  management 
solutions. 

Company  Strategy 

The  company  is  moving  away  from  product- 
driven  strategies  to  market-driven  strategies, 
and  has  organized  its  operations  to  focus  on 
needs  of  clients  in  each  of  the  markets  it 
serves.  This  approach  allows  clients  in  a 
particular  market  to  access  products  and 
services  through  company  employees  who  are 
familiar  with  all  of  the  relevant  products  and 
services  for  that  market. 

SEI  is  investing  in  research  and  development 
to  improve  existing  software  products  and 
develop  new  services  for  the  financial 
industry. 
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Financials 

Total  1993  revenue  reached  $247.2  million,  a 
14%  increase  over  1992  revenue  of  $215.9 


million.  Net  income  rose  25%,  from  $12.9 
million  in  1992  to  $16.1  million  in  1993.  A 
five-year  financial  summary  follows: 


SEI  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992(a)(b) 

1991(a)(b) 

1990(a)(b) 

1989(a)(b)(c) 

Revenue 

$247.2 

$215.9 

$194.5 

$173.1 

$154.1 

• Percent  increase  from  previous 
year 

14% 

11% 

12% 

12% 

13% 

Income  (loss)  before  taxes 

$26.0 

$18.3 

$26.0 

$20.7 

$19.5 

• Percent  increase  from  previous 
year 

42% 

. 

26% 

6% 

13% 

Net  income  (loss) 

$16.1 

$12.9 

$12.2 

$12.1 

$12.0 

• Percent  increase  from  previous 
year 

25% 

6% 

1% 

1% 

- 

Earnings  (loss)  per  share  (d) 

$0.78 

$0.59 

$0.53 

$0.54 

$0.53 

• Percent  increase  from  previous 
year 

32% 

11% 

- 

2% 

1% 

(a)  Revenues  for  1992,  1991,  1990  and  1989  have  been  restated  to  reflect  commission  revenue  on  a gross  basis. 

(b)  Information  for  1992,  1991,  1990  and  1989  has  been  reported  to  reflect  Reality  Technologies,  Ltd.  separately  as  a 


discontinued  operation. 

(c)  Information  for  1 989  includes  the  effect  of  the  acquisition  of  National  FSI,  Inc.,  which  was  acquired  in  May  1 989  for 
$18,587. 

(d)  Per  share  information  for  1992,  1991,  1990  and  1989  has  been  restated  to  reflect  the  two-for-one  stock  split  in  1993. 


SEI  attributes  1993  revenue  results  to  the 
following: 

• Trust  and  Banking  revenues  increased  14% 
to  $177.7  million  primarily  due  to  aggressive 
cross-selling  programs  launched  during 
1993.  During  1993,  at  least  56%  of  SEI's 
trust  clients  added  new  SEI  services. 

• Funds  business  grew  15%  to  $69.2  million 
due  to  increased  asset  management  fees  and 
brokerage  fees. 

Research  and  development  expenditures 
(including  capitalized  software)  were 


approximately  $21.1  million  (9%  of  revenue) 
in  1993,  compared  to  $22.9  million  (11%  of 
revenue)  in  1992,  and  $20.1  million  (10%  of 
revenue)  in  1991. 

Interim  results:  Revenue  for  the  three  months 
ending  March  31,  1994  reached  $63.7  million, 
a 10%  increase  over  $57.7  million  for  the 
same  period  in  1993.  Net  income  for  the 
period  rose  42%,  from  $3.1  million  in  1992  to 
$4.4  million  in  1993. 


SEI  Corporation 
May  1994 
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Market  Financials 

SEI  markets  its  products  and  services  to  the 
banking  and  financial  services  industry. 

Approximately  72%  of  SEI's  1993  revenue  was 
derived  from  the  trust  accounting  and 
management  information  services  and  28% 
from  investment  performance  services  and 
investment  products. 


SEI’s  market  for  its  trust  accounting  and 
management  information  services  primarily 
consists  of  U.S.  bank  trust  departments 
managing  assets  between  $10  million  and  $100 
billion. 

Revenue  Analysis  by  Product  Line 

A three-year  summary  of  source  of  revenue  by 
division  follows: 


SEI  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Product/Service 

1993 

1992 

1991 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Trust  and  Banking 
• Trust  systems 

$89.5 

36% 

$87.9 

41% 

$78.2 

39% 

• Financial  services 

66.9 

27% 

47.4 

22% 

39.1 

20% 

• Brokerage  services 

11.0 

4% 

8.8 

4% 

7.4 

4% 

• Consulting  and  evaluation  services 

4.8 

2% 

4.7 

2% 

5.1 

3% 

• Defined  contribution  services 

5.5 

3% 

6.7 

3% 

8.0 

4% 

Fund  Sponsor/Investment  Advisory 
• Consulting  and  evaluation  services 

$33.7 

14% 

$36.3 

17% 

$38.2 

20% 

• Brokerage  services 

18.7 

7% 

13.4 

6% 

12.0 

6% 

• Asset  management  services 

10.6 

4% 

4.4 

2% 

1.0 

1% 

• Defined  contribution  services 

2.8 

1% 

4.5 

2% 

5.2 

3% 

• Financial  services 

3.7 

2% 

1.8 

1% 

0.3 

0% 

Total 

$247.2 

100% 

$215.9 

100% 

$194.5 

100% 

The  14%  increase  in  Trust  and  Banking 
revenues  in  1993  was  because  of  increased 
management  fees  due  to  the  growth  in 
average  assets  under  management. 
Management  fees  increased  41%  or  $19.4 
million  in  1993,  as  compared  to  1992. 
Average  assets  under  management  increased 
58%  from  $23.3  billion  during  1992  to 
approximately  $36.7  billion  during  1993. 


The  15%  increase  in  Fund  Sponsor/ 
Investment  Advisory  revenues  in  1993,  as 
compared  to  1992,  was  primarily  due  to 
increased  asset  management  fees  from  the 
International  Equity  Fund  and  Customized 
Asset  Management  Service  (CAMS)  along 
with  increased  brokerage  fees. 
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Geographic  Markets 

The  majority  of  SEI's  1993  revenue  was 
derived  from  the  U.S.  and  Canada. 

Offices  are  located  in  Wayne  (PA),  Atlanta 
(GA),  Cambridge  (MA),  Chicago  (IL), 
Cleveland  (OH),  Dallas  (TX),  Houston  (TX), 
New  York  (NY),  San  Francisco  (CA), 
Wilmington  (DE),  Halifax,  Montreal, 
Vancouver,  Toronto  and  Switzerland. 

Employees 

As  of  December  31,  1993,  SEI  had 
approximately  1,254  full-time  employees. 

Key  Products  and  Services 

Trust  Accounting  and  Management  Infonnation 
Services 

SEI's  Trust  and  Banking  unit  provides  trust 
accounting  and  management  information 
services  via  its  3000  product  line. 

The  3000  product  line  offers  a trust 
accounting  and  management  information 
system  that  supports  investment  accounting, 
client  administration,  portfolio  analysis,  trade- 
order  processing,  centralized  securities  and 
financial  information  database,  performance 
measurement  and  international  and  domestic 
securities  processing. 

The  3000  product  line  is  made  up  of  the 
following  products: 

• TRUST  3000®  is  an  on-line  trust  accounting 
and  management  information  system.  The 
product  features  a securities  movement  and 
control  program,  directly  linked  to  the 
Depository  Trust  Company  that  processes 
and  tracks  trades  from  trade  date  to 
settlement. 

SEI  Corporation 
May  1994 


- Depository  Link,  an  interface  to  the 
Depository  Trust  Company  for  securities 
clearance  and  settlement,  automates  trade 
input,  confirmation/affirmation 
processing,  income  and  maturities  posting, 
settlement  entries  and  activity  and  position 
reconciliation. 

- Automated  Cash  Management  provides  an 
automatic  daily  sweep  capability  for  all 
designated  accounts. 

- Automated  GNMA  Processing  handles  the 
special  monthly  processing  requirements 
of  GNMA,  FHLMC  and  Graduated 
Payment  Mortgage  securities,  including 
automatic  factor  updates,  payment 
calculation,  posting  and  reporting. 

- Liquid  Asset  Management  automates 
investment  of  excess  cash  into  SEI  money 
market  mutual  funds. 


- CustodyLink  provides  an  automated 
interface  with  various  outside  custody 
processing  systems.  This  interface  is 
integrated  with  SEI's  TRUST  3000, 
Security  Movement  and  Control  and 
Depository  Link  Systems. 

- ProxyLink  automates  distribution  of 
corporate  proxy  and  annual  report 
materials  to  trust  department  clients 
through  an  interface  with  Independent 
Election  Corporation  of  America. 

- Employee  Benefit  Reporting  (EBR)  is  a 
benefit  plan  accounting  and  master  trust 
reporting  system. 

- Pension  Payment  and  Payroll  Processing- - 
automates  the  payroll  functions  of 
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employee  benefit  plans  requiring  periodic 
payments. 

- Mineral  Interest  Accounting  (MIA)  meets 
the  special  accounting  needs  of  mineral 
interest  investments,  including  income 
processing,  property  reporting  and 
exception  reporting  to  highlight  delinquent 
receivables.  MIA  provides  automatic 
receipt  of  royalty  payments,  identification 
of  unestablished  leases  and  automatic 
payment  posting. 

- Automated  preparation  of  1041  tax  returns 
is  provided  through  an  interface  to  CCH 
Computax,  Inc.  or  FAST-TAX  (Computer 
Language  Research,  Inc.) 

- Cost  and  Profit  Analysis  helps  identify 
accounts  that  require  corrective  action, 
highlights  profitable  products  that  can  be 
expanded  to  provide  even  greater  returns, 
provides  the  cost  basis  for  establishing  fee 
structures  and  pricing  packages  and 
provides  information  to  justify  special  fees. 

- The  Relationship  Banking  System  is  an 
automated  interface  between  the  TRUST 
3000  system  and  a bank's  retail  transaction 
processing  along  with  demand  deposit 
account  systems  for  customized  investment 
product  offerings. 

• InfoBuild  is  a PC-based  data  extract  product 
that  provides  access  to  TRUST  3000 
information  to  accommodate  special 
reporting  needs.  The  product  can  be  used  as 
a report  writer  or  a gateway  to  any 
compatible  PC  spreadsheet  or  database 
management  application. 

• INVEST  3000®  is  integrated  with  TRUST 
3000  and  combines  portfolio  information 


with  third-party  research  databases  and 
analytical  tools  in  support  of  investment 
management. 

• TRADE  3000®  is  a trade-order  processing 
system  that  tracks  securities  trades  from  the 
development  stage  of  trade  orders  through 
execution  and  trade  settlements. 

• MarketLink  is  a securities  trading  system 
that  automates  trade  order  entry,  trade 
execution  and  settlement  posting  through  an 
interface  with  selected  brokerage  systems. 

• SOURCE  3000®  is  a centralized  securities 
and  financial  information  database  that  uses 
third-party-provided  pricing  and  other  asset- 
related  information. 

• PERFORMANCE  3000®  provides  periodic 
reports  that  measure  account  performance, 
including  rates  of  return  and  comparison 
with  industry  standard  or  customer-specific 
indices.  Advanced  performance  reporting 
capabilities  include  rate  of  return  and  time 
period  flexibility,  segment  combinations, 
management  summary  reporting,  graphical 
displays  and  composite  account  reporting. 

• Global  TRUST  3000®  is  an  integrated 
international  and  domestic  securities 
processing  product  with  multicurrency  trust 
accounting  capabilities. 

As  of  December  31,  1993,  SEI  was  providing 
processing  or  software  services  to  308  trust 
departments  located  in  48  states,  the  District 
of  Columbia  and  Canada. 

Investment  Products  and  Services 
SEI  has  created  a number  of  investment 
products  for  institutional  investors,  through  its 
subsidiaries,  SFS  and  SFM.  In  1993,  SEI 
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began  offering  its  Family  of  Funds  on  a retail 
basis  through  financial  institutions  and 
intermediaries. 

The  products  include  open-end  management 
investment  companies  that  offer  multiple 
portfolios  and  classes  within  a portfolio  and 
include: 

• SEI  Liquid  Asset  Trus'S'-a  money  market 
fund 

• SEI  Tax  Exempt  Trust — tax-exempt  money 
market  and  fixed  income  fund. 

• SEI  Cash  + Plus  Trust — money  market  and 
government  bond  portfolios. 

• SEI  Index  Funds — indexed  equity  and  fixed 
income  funds. 

• SEI  Institutional  Managed  Trust — equity, 
bond  and  balanced  portfolios. 

• SEI  International  Trust — international 
equity  and  fixed  income  portfolios. 

Services  provided  by  SEI  include: 

• Administration  services  include  back-office 
administrative,  financial,  legal/compliance 
and  shareholder  accounting  services. 

• Distribution  services  include  marketing 
strategy  and  sales  support. 

• Asset  allocation  strategies  and  software  and 
market  assistance  for  banks. 

As  of  December  31,  1993,  SEI  provided 
administration  and  distribution  services  to 
banks  and  credit  unions  with  assets  under 
management  of  approximately  $19.6  billion. 


As  of  December  31,  1993,  the  company  had 
approximately  64  clients  using  its  asset 
allocation  program. 

In  1993,  SEI  began  offering  ProVantage 
Funds  to  retail  shareholders.  As  of  December 
31,  1993,  the  company  had  approximately  120 
retail  shareholders. 

Investment  Performance  Services  and 
Investment  Products 

SEI  provides  investment  performance  services 
and  investment  solutions  to  its  benefit  plan 
and  money  manager  clients.  Services  include: 

• International  Equity  Fund  is  a collective 
trust  designed  for  plan  sponsors  who  might 
be  excluded  from  international  investments 
because  of  high  asset  levels  required  for 
separate  account  management  of 
international  securities.  At  the  end  of  1993, 
the  fund  had  an  opening  balance  of  $600 
million. 

• Customized  Asset  Management  Service 
(CAMS)  is  a program  for  small  to  medium- 
sized benefit  plans,  hospitals  and 
institutional  investors.  As  of  December  31, 
1993,  CAMS  had  43  clients. 

• The  Advisors’  Inner  Circle  Fund  is  designed 
for  money  managers  to  create  their  own 
proprietary  mutual  funds  for  smaller 
account  business.  As  of  December  31,  1993, 
eight  money  managers  offered  14  portfolios 
with  total  assets  of  $650  million. 

• The  Lifetime  Asset  Management  Fund 
(LAMP)  is  an  asset  management  program 
that  provides  a fee-based  business  solution 
to  financial  intermediaries. 
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• Defined  contribution  retirement  services 
business  offers  two  principal  software 
product  lines: 

- ACCESS  3000  is  the  company's 
mainframe-based  recordkeeping  system 
with  a PC  front-end. 

- PAY  3000  is  an  on-line,  real-time 
interactive  system  that  processes  recurring 
and  lump-sum  pension  payments  from 
defined  contribution  and  defined  benefit 
plans. 

• Insurance  Asset  Services  targeted  to 
insurance  companies,  is  an  extension  to  the 
asset  management  and  consulting  services. 
As  of  December  31,  1993,  there  were  45 
clients  using  these  services. 

Clients 

SEI  serves  approximately  2,400  clients.  Some 
of  SEI's  clients  include  One  Valley  Bank 
(OVB)  of  Charleston  (WV),  Florida  State 
Board  of  Administration  (FL),  Fox  Chase 
Cancer  Center,  and  Magna  Trust  Company  of 
St.  Louis  (MO). 

Marketing  and  Sales 

The  company  has  28  sales  representatives  in 
its  Trust  and  Banking  market  unit  and  55  sales 
representatives  in  its  Fund 
Sponsor/Investment  Advisory  market  unit. 

Sales  personnel  operate  from  13  offices 
located  in  Wayne  (PA),  San  Francisco  (CA), 
Chicago  (IL),  Cambridge  (MA),  New  York 
(NY),  Dallas  (TX),  Houston  (TX),  Atlanta 
(GA),  Cleveland  (OH),  Toronto  (Ontario), 
Montreal  (Quebec),  Vancouver  (British 
Columbia)  and  Halifax  (Nova  Scotia). 


Competition 

SEI's  major  competitors  in  the  trust 
accounting  and  processing  services  area 
include  National  Computer  Systems,  Inc.  and 
Trust  Services,  Inc.,  a subsidiary  of  Broadway 
Seymour.  Also,  numerous  financial 
institutions  operate  their  own  proprietary  trust 
processing  systems. 

Principal  competitors  of  the  company's  Family 
of  Funds  include  Federated  Investors,  Inc., 

The  Winsbury  Company’Fidelity 
Management  Corporation,  Concord  Holding 
Corporation,  440  Financial/Allmerica 
Institutional  Services,  Investors  Fiduciary 
Trust  Company  and  Goldman  Sachs  & Co.,  as 
well  as  individual  bank  proprietary  and 
common  funds. 

The  major  competitors  of  SEI's  consulting 
services  are  Mercer-Meidinger-Hansen, 

Callan  Associates  and  Wilshire  Associates. 

The  company's  competitors  in  the  defined 
contribution  recordkeeping/asset 
management  market  include  Fidelity 
Institutional  Retirement  Services  Company, 
The  Vanguard  Group,  Hewitt  & Associates, 
Bankers  Trust,  Merrill  Lynch  and  T.  Rowe 
Price. 

INPUT  Assessment 

SEI's  strength  lies  in  its  breadth  of  product 
and  service  offerings  for  the  banking  and 
finance  industries  and  its  ability  to  cross-sell 
these  products  and  services.  No  one 
competitor  addresses  the  full  range  of 
products  offered  by  SEI. 

However,  in  the  future,  if  banks  are  allowed  to 
participate  directly  in  the  securities  business, 
it  could  prove  to  be  a threat  to  SEI. 
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SG2  Group 


Les  Miroirs  - Cedex  107 
92978  Paris  - La  Defense 
France 

Tel:  +33  1 41  45  10  10 

Fax:  +33  1 41  45  10  20 

Internet:  www.sg2.fr:5000 

President  and  Managing  Director:  Georges  Grima 
Status:  Subsidiary 

Employees:  1 .200 

Revenue:  FF  1,102,000,000 

Fiscal  Year  End:  12/31/96 

Key  Points 

• SG2,  one  of  the  top  20  French  information 
services  companies,  is  a subsidiary  Societe 
Generate  and  derives  a major  portion  of  its 
revenue  from  the  banking  and  finance 
sector. 

• During  the  1990s,  the  group  has  divested 
nondomestic  activities  and  concentrated 
its  activities  around  technologies  and 
services  relating  to  payment  systems  and 
electronic  funds  transfer. 


• In  1996,  SG2  transferred  its  systems 

engineering  division  to  SOPRA  for  a share 
in  this  company.  The  deal  marked  the 
start  of  a close  partnership  between  the 
two  companies. 

Company  Description 

SG2  was  formed  in  1970  to  support  Societe 
Generale  in  its  deployment  of  information 
technology.  However,  the  group  soon  began  to 
offer  its  services  to  other  banks  and  later  to 
other  industry  sectors. 

SG2  specializes  in  document  processing 
services,  value-added  network  services, 
information  databases,  and  facilities 
management. 
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Operations  and  Structure 

SG2  is  a subsidiary  of  Societe  Generate 
through  the  financial  holding  company 
Geninfo. 

Until  1996,  SG2  was  structured  in  two 
divisions:  Information  Systems  Engineering 
and  Services.  However,  with  the  transfer  of 

Exhibit  1 


its  IS  Engineering  arm  to  SOPRA  in  1996  (see 
the  “Acquisitions/Divestitures”  section),  the 
group  is  now  concentrating  on  its  services 
activities. 

Exhibit  1 provides  an  overview  of  SG2’s 
organization  for  1997. 


SG2  Group 
Organization  1997 


Company  Strategy 

SG2’s  strategic  directions  were  set  in  1994  and 
are  still  the  foundation  for  the  group’s  growth 
strategy. 

SG2  will  continue  to  focus  on  developing  its 
position  in  the  French  banking  and  finance 
market  while  leveraging  its  expertise  and 
capabilities  in  this  marketplace  to  other 
growing  niche  markets.  The  company  has 


Source:  SG2 

developed  strong  know-how  in  services  and 
technologies  surrounding  electronic  payment 
systems.  Electronic  commerce  and  payments 
will  continue  to  be  the  key  focus  area  of  the 
group. 

The  group  has  in  recent  years  consolidated  its 
operations  in  France.  However,  SG2  will  still 
undertake  projects  of  an  international  or  global 
nature  in  cooperation  with  partners,  such  as 
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France  Telecom,  KPMG  Peat  Marwick 
Consultants,  and  IBM. 

In  early  1996,  SG2  further  strengthened  its 
operations  by  establishing  a consulting  unit 
dedicated  to  large  projects. 

Acquisitions/Divestitures 

In  November  1996,  SG2  acquired  SYSMARK 
DBS,  a French  company  specializing  in 
database  marketing.  SYSMARK,  now  a 
division  of  SG2,  generates  revenues  of  around 
50  million  francs.  No  terms  of  the  acquisition 
were  disclosed. 

In  March  1996,  SG2  sold  its  systems 
engineering  division,  consisting  of  SG2 
Ingenierie  et  Integration  de  Systemes,  E3S  and 
SG2  Benelux,  to  SOPRA,  a Paris-based 
systems  house.  The  engineering  division  had 


650  employees  and  320  million  francs  in 
revenues  in  1995.  In  return,  SG2’s  holding 
company,  Geninfo,  received  a 16%  share  in 
SOPRA. 

The  agreement  with  SOPRA  is  one  step  in  the 
consolidation  process  that  SG2  has  gone 
through  during  the  1990s.  In  1994,  the  group 
reduced  its  stake  in  SG2  Hungary  to  15%  and 
in  1993,  SG2’s  Spanish  operations  ceded 
trading. 

At  the  end  of  1995,  SG2  sold  its  51%  stake  in 
the  management  consultancy  Orgaconseil. 

Financials 

Exhibit  2 provides  a financial  summary  of 
SG2’s  revenues  for  the  past  five  financial 
years. 


Exhibit  2 


SG2  Group 

Five-Year  Financial  Summary 


Year 

1992 

1993 

1994 

1995 

1996 

Revenue  (FF  Millions) 

Revenue  ($  Millions) 

Percent  change  from  previous  year 
Net  Income  after  Taxes  (FF  Millions) 
Net  Income  after  Tax  ($  Millions) 
Revenue  per  Employee  (FF  Millions) 
Revenue  per  Employee  ($  Millions) 

1,074 

$207 

3.5% 

13.3 

$2.6 

N/A 

N/A 

1,140 

$219 

5.8% 

31 

$6.0 

0.603 

$0,116 

1,139 

$219 

0% 

38 

$7.3 

0.633 

$0,122 

1,226 

$236 

7.8% 

30 

$5.8 

0.721 

$0,139 

1,102 
$212 
-10%  y 
N/A 
N/A 
0.918 
$0,177 

Exchange  rate  used:  5.2  FF  to  1 U.S.$ 

Revenue  growth  from  1995  to  1996  is  5.4%  when  adjusted  for  the  effect  of  divestitures. 
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Market  Analysis 

Exhibit  3 shows  SG2’s  revenue  by  industry 
sector  as  provided  by  the  company. 

Exhibit  3 


SG2  Group 

Revenue  by  Industry  Sector,  1996 
($  Millions) 


Industry  Sector 

Revenue 
($  Millions) 

Percent  of 
Total 

Banking/Finance 

91 

43% 

Government  & Public 
Services 

86 

41% 

Manufacturing 

20 

9% 

Other 

15 

7% 

Total 

$212 

100% 

Source:  SG2 


A large  part  of  SG2’s  revenue  originates  from 
contracts  undertaken  from  Societe  Generate, 
the  group’s  parent  company.  INPUT 
estimates  that  captive  revenues  are 
approximately  35%  of  total  revenue. 

Exhibit  4 provides  INPUT’S  estimates  of  SG2’s 
non-captive  revenue  by  service  mode. 


Exhibit  4 


SG2  Group 

Revenue  by  Service  Mode,  1996 
($  Millions) 


Service  Mode 

Revenue 
($  Millions) 

Percent 
of  Total 

Outsourcing 

33 

25% 

Network  Applications 

29 

21% 

Professional  Services 

28 

20% 

Processing  Services 

23 

17% 

Systems  Integration 

15 

10% 

Application  Software 
Products 

10 

7% 

Total  Software  & Services 

$138 

100% 

Percentages  are  rounded.  Source:  INPUT  Estimates 


Geographic  Markets 

INPUT’S  estimates  of  SG2’s  revenue  by 
country  are  shown  in  Exhibit  5. 

Exhibit  5 


SG2  Group 

Revenue  by  Country,  1996  ($  Millions) 


Country 

Revenue 
($  Millions) 

Percent  of 
Total 

France 

206 

97% 

Italy 

4 

2% 

Belgium/Luxembourg 

2 

1% 

Total  Software  & Services 

$212  (a) 

100% 

Source:  INPUT  Estimates 

a)  The  estimates  reflect  SG2’s 

transfer  of  operations  to  SO  PH  A in  1996. 
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Key  Products  and  Services 

The  following  is  an  overview  of  SG2’s  service 
offerings  by  major  area. 

Consulting 

At  the  end  of  1996,  SG2  had  25  consultants  in 
this  group.  The  group  was  created  after  SG2 
parted  ways  with  Orgaconseil.  The  consulting 
division  originally  dealt  with  internal  projects 
but  is  now  taking  on  board  assignments  for 
external  customers.  SG2’s  consulting  services 
are  mainly  involved  in  projects  of  a financial 
character,  such  as  payment  systems  and  the 
implementation  of  a single  European 
currency.  However,  services  also  include 
assessment  of  implementation  of  new 
technologies  and  systems. 

Processing  Services 

SG2  offers  a range  of  processing  services 
centered  on  financial  and  banking  services 
and  electronic  funds  transfer.  These  include 
handling  check  and  card  payments  as  well  as 
other  document  transactions  involved  in 
electronic  payment  systems.  SG2  is 
leveraging  its  expertise  in  the  financial  sector 
into  other  relevant  industry  sectors  and 
electronic  commerce  in  general. 

Teleservices 

SG2  is  developing  services,  particularly  for 
electronic  payment  systems,  based  on  Internet 
and  intranet  technologies.  In  1996,  the  group 
announced  a service  for  handling  encrypted 
payment  on  the  Internet,  called  SG2-Payline. 
Other  services  in  this  category  include 
developing  and  hosting  Internet  Web  sites  and 
multimedia  development  projects.  In  April 
1996,  the  group  announced  that  it  had 
developed  a subscriber-based  service,  Infonie, 
which  provides  access  to  a large  range  of 
electronic  services.  Infonie  is  built  on  the 
French  Minitel  technology. 


The  Teleservices  division  also  offers  services 
such  as  management  of  loyalty  cards,  and 
handling  back-office  card  services  for  banks. 

Facilities  Management 

SG2’s  facilities  management-related  services 
include: 

• Consultancy  and  audit 

• Network  management 

• Center  management 

• Operation  audit 

• Third-party  software  management 

• Call  centers 

Originally  offered  to  banks  and  financial 
institutions,  SG2’s  FM  services  are  now  also 
marketed  to  other  industries  in  which  the 
group  believes  it  can  leverage  its  expertise 
and  skills. 

Information  Databases 
This  division  offers  services  involving  the 
production,  processing,  and  distribution  of 
strategic  information.  SG2  has  capabilities  in 
legal,  economic,  commercial,  and  geographical 
information  databases. 

Through  SG2-SYSMARK,  the  group  offers 
services  such  as: 

• Compilation  and  management  of 
marketing  databases 

• Management  of  all  logistical  operations 
involved  in  direct  marketing 
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New  Service  Offerings 

Recent  SG2  offerings  launched  in  1997 

include: 

• SG2-Euroflux — The  group’s  integrated 
service  offering  for  the  European  single 
currency.  The  offering  integrates 
consulting  services  for  initial  analysis, 
project  planning  and  management,  and 
implementation  of  necessary  changes  to 

Exhibit  6 


existing  systems  or  development  of  new 
systems. 

• Mediacheque,  which  assists  banks  and 
financial  institutions  in  developing  loyalty 
programs  targeted  at  large  clients.  The 
offering  is  based  on  imaging  technology. 

SG2  has  created  22  competence  centers  to 
support  its  consultants  and  engineers,  as 
depicted  in  Exhibit  6. 


SG2 


Competence  Centers 


Services 


Areas 


Cheque 

services 

Single 

European 

Currency 

EFT  and 
Bank  cards 

Business 

Information 

Geomatics 

Human 

Resources 

Payroll 

Functional  expertise 


Facilities 

Management 

Call  Centres 

Corporate 

Back-Office 

IT 

Outsourcing 

Management 

Electronic 

Database 

Commerce 

Marketing 

Training 


Technical  expertise 


Telematics 

Videotex 

Audiotex 


Mainframe 

Mini  and  medium 

Systems 

systems 

Unix 

Telecoms 

Internet/ 

Networks 

Intranet 

Multimedia 

Client-server 

RDBMS 

Engineering 

methods 


Micro-computers 

Desktop 

Workflow/Groupware 


Source:  SG2 


Clients 

In  February  1997,  SG2  announced  that  the 
electronic  commerce  consortium  e-COMM 
(consisting  of  BNP,  la  Societe  Generale, 
Credit  Lyonnais,  France  Telecom,  Gemplus, 
and  Visa  International)  had  selected  a 
proposal  from  IBM,  MSI,  and  SG2  as  the 
platform  for  realizing  a pilot  project  on 
electronic  payment.  SG2,  as  the  lead 


company,  will  supply  expertise  in  electronic 
payment  transfer  and  administration  of  the 
systems.  IBM  supplies  its  CommercePOINT 
family  of  products,  including  security 
products,  while  MSI  is  responsible  for 
adapting  the  system  to  specific  French 
issues. 

Exhibit  7 provides  a selection  of  other  major 
SG2  reference  customers. 
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Exhibit  7 


SG2  Group 

A Selection  of  Major  Clients 


Industry  Sector 


Clients 


© 


Banking  and  Finance 


Government  and  Public  Services 


Telecommunications 


Manufacturing 


Generale  de  Banque 
Caisse  d’Epargne 
Credit  Agricole 
Banque  Indosuez 
Societe  Generale 
Socogefi 
Sogen  Fiditalia 

Chambres  de  Commerce  et  d’lndustrie 
EDF-GDF  (French  Gas  and  Electricity) 
Infogreffe  Telematique 
La  Poste 

Ministere  du  Travail  et  des  Affaires  Sociales 

British  Telecom  France 
France  Telecom 

Elf  Aquitaine 

Hewlett-Packard 

Kone 

Peugeot 

Renault 

Schlumberger 


Source:  SG2 


Alliances 

SG2  has  partnerships  in  place  with  a number 
of  software,  hardware,  and  services  vendors. 
The  group  has  concentrated  its  activities  over 
the  past  five  years  and  now  has  a more  focused 
approach  to  the  market,  also  in  terms  of 
geographical  coverage.  This  has  increased  the 
importance  of  strong  partnerships  for  SG2. 

SG2’s  alliance  partners  include: 


Lawson 

qad 

Softlab 

Oracle 

IBM 

France  Telecom 


PeopleSoft 

Microsoft 

Sybase 

Software  AG 

KPMG 

IMS 


© 
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INPUT  Assessment 

SG2  has  stated  that  it  intends  to  become  the 
market  leader  in  the  French  banking  and 
finance  sector.  Nevertheless,  in  recent  years 
the  group  has  consolidated  its  operations 
dramatically.  In  light  of  the  formation  of  Atos 
from  the  merger  of  Axime  and  Sligos,  which 
both  held  strong  positions  in  the  banking  and 
finance  sector,  gaining  market  leadership  could 
prove  to  be  a hard  task  for  SG2. 


However,  SG2  could  possibly  hold  a dominant 
position  in  certain  niches  of  the  banking  and 
finance  sector  based  on  its  expertise  in 
electronic  payment  systems.  The  group  is 
likely  to  continue  to  expand  into  wider  issues 
around  electronic  commerce  as  illustrated  by 
the  bid  for  the  e-COMM  pilot  projects.  SG2 
could  be  a strong  player  in  this  part  of  the  IT 
market. 
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France 

16  rue  Barbes 

92126  MONTROUGE  Cedex 

Paris 

Tel:  +33  1 40  92  40  92 
Fax:  +33  1 46  56  96  53 
http://www.semagroup.com 


Key  Points 

• High  acquisition  activity 

• Strong  growth  in  telecommunications 

• Expansion  of  operations  outside  Europe 

Company  Description 

In  1988,  the  French  services  company  Sema 
Metra  and  the  U.K. -based  Cap  Group  merged 
to  form  Sema  Group.  Both  companies  had 
been  in  operation  for  around  25  years  and  were 
well  established  in  the  IT  software  and 
services  markets. 

Sema  Group’s  main  business  areas  are 
consulting  and  systems  integration,  and 
outsourcing.  The  Group  has  traditionally  been 
involved  in  very  large  projects,  acting  as  prime 

MVNP-E 


Chairman:  A.  Barrera  de  Irimo 

Chief  Executive  Pierre  S.E.  Bonelli 

Status:  Public 

Number  of  Employees:  (Average  1995)  8,734 

Revenue  (FYE  31-12-1995): £678  million 
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contractor.  These  activities  have  formed  the 
basis  for  strong  project  management  skills  and 
systems  development  methodologies. 

Serna  Group  is  active  in  a range  of  vertical 
markets  with  telecommunications  showing  the 
strongest  growth.  Defense,  public  sector  and 
banking  and  finance  represent  more  than  half 
of  the  company’s  turnover. 

Operations  and  Structure 

Serna  Group  is  a public  company,  listed  on  the 
London  Stock  Exchange  and  the  Paris  Bourse. 

Exhibit  1 lists  Serna  Group’s  major 
shareholders. 


Exhibit  1 

Sema  Group’s  Shareholders 
(March  1996) 


Name 

Percentage  Owned 

Financiere  Sema  SA 

41.51 

Schneider  SA 

6.58 

Abu  Dhabi  Investment  Author 

6.35 

Shell  Petroleum  Company  Ltd 

4.20 

Lloyds  TSB  Group  pic 

3.11 

Source:  Sema  Group 


Financiere  Sema  SA  is  a company  jointly 
owned  by  Compagnie  Financiere  de  Paribas  SA 
and  France  Telecom.  Until  1995,  Cap  Gemini 
held  27.6%  of  Sema  Group’s  shares,  but  the 
company  sold  its  stake  during  the  year. 

In  Europe,  Sema  Group  has  operations  in 
France,  U.K.,  Belgium,  Denmark,  Germany, 
the  Netherlands,  Spain,  Sweden  and 
Switzerland.  The  company  is  also  established 
in,  Argentina,  China,  Hong  Kong,  India, 
Malaysia,  Singapore  and — since  earlier  this 
year — in  Canada  and  the  US.  Due  to  its  part 
ownership  by  a bank  (Paribas),  Sema  had  been 


banned  from  entering  the  U.S.  IT  services 
market.  However,  the  company  was  granted 
an  exemption  by  the  Federal  Reserve  Board  of 
Governors  in  February  1996  to  market  its 
billing  and  customer  care  system  to  operators 
of  digital  mobile  telephone  networks. 

Sema  Group’s  direct  subsidiaries  are  shown  in 
Exhibit  2. 


Exhibit  2 

Sema  Group:  Direct  Subsidiaries 


Name 

Country 

% Owned 

BAeSEMA  Ltd 

England 

50 

Sema  Group  SA 

France 

99.76 

Sema  Group  Asia  Pacific 
Pte  Limited 

Singapore 

100 

Sema  Group  UK  Limited 

England 

100 

SGAP  (Malaysia) 
Sendirian  Berhad 

Malaysia 

100 

Source:  Sema  Group 

Sema  Group  SA  owns  most  of  the  country 
subsidiaries. 


Exhibit  3 shows  the  development  in  average 
number  of  employees  by  country.  At  the  end  of 
1995,  Sema  Group  had  9,377  employees  which 
was  a 10%  increase  over  1994. 


Exhibit  3 

Employees  by  Country, 
Sema  Group,  1994  and  1995 


Country 

1994 

1995 

% Change 

U.K. 

3,299 

3,545 

7.5 

France 

2,036 

2,134 

4.8 

Sweden 

1,251 

1,437 

14.9 

Other  Countries 

1,570 

1,618 

3.1 

Total 

8,156 

8,734 

7.1 

Source:  Sema  Group 
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The  strong  increase  in  staff  numbers  in 
Sweden  from  1994  to  1995  was  achieved  by 
organic  growth.  The  Swedish  subsidiary  was 
first  fully  consolidated  in  1994. 

An  analysis  of  the  development  in  number  of 
employees  by  major  activity  is  provided  in 
Exhibit  4. 


Exhibit  4 

Employees  by  Activity, 
Sema  Group,  1994  and  1995 


Activity 

1994 

1995 

% Change 

Systems 

Integration 

5,122 

4,920 

(3.9) 

Outsourcing 

2,336 

3,151 

34.9 

Products 

698 

663 

(5.0) 

Total 

8,156 

8,734 

7.1 

Source:  Sema  Group 


Sema  Group’s  outsourcing  business  has  grown 
strongly  over  the  past  few  years,  also  in  terms 
of  head  counts  as  illustrated  in  Exhibit  4.  The 
growth  in  outsourcing  staff  is  due  to  large 
contract  wins  during  the  year  but  also  the 
acquisition  of  France  Telecom’s  subsidiary  TS 
FM  (see  below). 

Company  Strategy 

Sema  Group’s  general  strategy  is  to 
concentrate  on  its  three  core  businesses: 
systems  integration,  including  consulting, 
outsourcing  and  software  products.  The 


company  considers  that  the  convergence  of 
consultancy,  systems  integration  and 
outsourcing  in  business  systems  must  act  as  a 
growth  accelerator. 

On  the  product  side,  Sema  Group  is  strongly 
involved  in  developing  solutions  for  selected 
vertical  markets.  The  defense  market 
naturally  remains  important  while  the 
company  is  also  increasing  its  penetration  of 
the  finance  and  telecommunications  market. 

Geographically,  Sema  Group  is  establishing  a 
firm  ground  in  Europe  from  which  it  can 
expand  to  other  parts  of  the  world.  Asia, 
where  the  Group  has  operated  since  1983,  has 
a high  priority. 

Sema  Group’s  long-term  strategy  is 
encapsulated  in  the  following  points: 

• concentrating  on  systems  integration  and 
outsourcing 

• developing  vertical  solutions  in  high-growth 
markets 

• achieving  a balanced  geographic  coverage 

• adopting  an  organizational  structure  that 
supports  operational  and  strategic  objectives 

Financial  Results 

Exhibit  5 provides  a financial  summary  of 
Sema  Group’s  financial  results. 
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Exhibit  5 


Serna  Group  Financial  Summary,  1991  to  1995  (FYE  31-12)  (£  millions) 


Year 

1991 

1992 

1993 

1994 

1995 

Revenues 

413 

417 

502 

596 

678 

Annual  Growth 

10.1% 

1 .0% 

20.4% 

18.7% 

13.8% 

Profit  After  Tax 

10.6 

29.4 

25.7 

23.9 

27.8 

% of  Revenue 

2.6% 

7.1% 

5.1% 

4.0% 

4.1% 

Average  Staff  Number 

7,450 

6,913 

7,254 

8,156 

8,734 

Revenue  per  Employee 
(£000) 

55.4 

60.3 

69.2 

73.1 

77.6 

Source:  Serna  Group 


Sema  Group  has  shown  solid  profitable 
revenue  growth  over  the  past  five  years.  This 
trend  seems  to  continue  for  the  current  year. 
The  company’s  1H96  results  showed  revenues 
up  33%  at  £427  million  and  profit  after  tax  up 
28%  at  £14.7  million. 

Market  Analysis 

An  analysis  of  Sema  Group’s  revenues  by 
activity  as  published  by  the  company  is  shown 
in  Exhibit  6. 


Exhibit  6 

Sema  Group 

1995  Revenues  by  Activity  (£  Million) 


Activity 

Revenue 

Share 

Systems  Integration 

403 

59% 

- of  which  Consulting 

88 

13% 

Outsourcing 

222 

33% 

Products 

53 

8% 

Total 

678 

100% 

Source:  Sema  Group 


From  1994  to  1995,  the  outsourcing  business 
increased  from  29%  to  33%  of  revenues.  This 
business  stream  continues  to  grow  in 
importance  for  Sema  Group.  In  1H96, 
outsourcing  represented  41%  of  turnover  while 
systems  integration  decreased  to  53%. 

Exhibit  7 provides  INPUT’S  estimates  of  Sema 
Group’s  European  revenues  by  service  delivery 
mode. 


Exhibit  7 

Sema  Group  European  Revenues 
by  Delivery  Mode  1995  ($  Millions) 


Delivery  Mode 

Revenues 

Share 

Application  Software 
Products 

15 

2% 

Professional  Services 

420 

43% 

Systems  Integration 

200 

20% 

Systems  Operations 

345 

35% 

Total  Software  & Services 

980 

100% 

Percentages  are  rounded  Source:  INPUT  Estimates 
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Exhibit  8 shows  Sema  Group’s  revenues  by 
vertical  market. 


Exhibit  8 

Sema  Group 

1995  Revenues  by  Vertical  Market  (£  Millions) 


Vertical  Market 

Revenues 

Share 

Defense 

163 

24% 

Public  Sector 

108 

16% 

Banking  & Finance 

102 

15% 

Commerce  & Services 

95 

14% 

Energy  & Utilities 

88 

13% 

Industry 

61 

9% 

Telecommunications 

61 

9% 

Total 

678 

100% 

Source:  Sema  Group 


From  1994  to  1995,  Sema  Group  increased  its 
revenues  in  Telecommunications,  which  is  a 
strategic  market  for  the  company.  In  1994, 
telecommunications  accounted  for  6%  of  total 
revenues  or  £36  million. 

In  1H96,  almost  12%  of  the  company’s 
revenues  were  generated  in  this  market, 
indicating  that  Sema  Group  is  succeeding  in 
implementing  its  strategy. 

Geographic  Markets 

Sema  Group’s  revenues  by  country  or 
geographic  region  are  shown  in  Exhibit  9. 


Exhibit  9 

Sema  Group  Revenues  by  Country, 
1995  (£  Millions) 


Country 

Revenues 

Share 

United  Kingdom 

224 

33% 

France 

163 

24% 

Scandinavia 

136 

20% 

Germany 

41 

6% 

Spain 

34 

5% 

Benelux 

20 

3% 

Asia 

34 

5% 

Others 

27 

4% 

Total 

678 

100% 

Source:  Sema  Group 


Although  Sema  Group  has  increased  its 
activities  outside  Europe,  the  company  still 
generates  93%  of  its  revenues  inside  Europe 
compared  with  99%  in  1994. 

Sema  Group  is  becoming  less  dependent  on  its 
home  markets,  France  and  the  UK.  In  1994, 
these  two  markets  accounted  for  27%  and  38% 
respectively.  For  the  first  half  of  1996,  the 
geographic  spread  of  revenues  remained  more 
or  less  unchanged  from  1995. 

Acquisitions  and  Alliances 

During  1995  and  1996,  Sema  Group  has 
strengthened  its  position  by  a range  of 
acquisitions. 

In  July  1996,  Sema  Group  acquired  Syntax 
Processing  SpA  from  Olivetti.  Syntax  is  an 
outsourcing  company,  active  in  the  Italian 
market. 

In  April  1996,  Sema  Group  bought  the  Spanish 
systems  integrator,  Infoservicios  SA. 
Infoservicios  was  the  technology  subsidiary  of 
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La  Caja  de  Madrid,  which  retains  a 25% 
interest. 

In  March  1996,  the  company  acquired  the 
London-based  IT  services  consultancy, 

Mouncey  & Partners  Ltd.  This  acquisition 
strengthens  Sema  Group’s  project  management 
and  technical  consultancy  skills  in  the  public 
sector. 

Also  in  March,  Sema  Group  purchased  a 
further  stake  in  Tibet  SA,  taking  the 
company’s  interest  to  98%. 

February  1996  saw  Sema  Group  expand  its 
activities  in  disaster  recovery  services  by  the 
acquisition  of  Datashield  Ltd. 

In  1995,  the  largest  acquisition  was  a 40% 
interest  in  TS  FM  Holdings  SA.  TS  FM  SA 
specializes  in  outsourcing,  software 
maintenance  and  development  services.  A 
shareholders’  agreement  gives  Sema  Group  the 
management  of  TS  FM  SA’s  operations. 

Other  acquisitions  in  1995  included: 

• Goya  Servicios  Telematicos,  a large  Spanish 
Internet  access  and  services  provider 

• The  remaining  50%  of  CAP-RS,  which 
provides  disaster  recovery  and  backup 
facilities  in  the  UK,  Germany  and  Singapore 

• A 51%  stake  in  Paris-based  Progenia  SA, 
which  provides  front  and  back-office 
banking  and  capital  market  systems 

• A 45%  interest  in  Paradigm  Systems 
Technology  (Pty)  Ltd,  a South  African 
company  specializing  in  integrated  systems 
used  primarily  in  military  logistics 
applications. 


Key  Products  and  Services 

Sema  Group  offers  a range  of  IT  services  and 
application  solutions  for  chosen  vertical 
markets. 

Under  its  systems  integration  services — 
encompassing  design,  development  and 
integration  of  software,  hardware  and 
telecommunications — Sema  Group  will  take  on 
large-scale  complex  projects.  The  company  has 
is  own  developed  Methodology  for  Systems 
Integration  which  defines  deliverables, 
activities,  organization  structures  and  project 
management  approach.  This  methodology  is 
used  for  all  projects  worldwide.  All  projects 
are  subject  to  the  company’s  ISO  9001  certified 
Quality  Management  System. 

Sema  Group’s  consulting  services  encompass 
technical  consulting,  project  management  and 
business  process  reengineering.  The  company 
uses  trans-national,  multi-disciplinary  teams, 
including  experts  in  change  management  and 
risk  assessment  as  well  as  project  managers 
and  systems  development  professionals. 

Sema  Group  also  covers  all  Year  2000  and 
Euro  related  services  from  impact  analysis  and 
business  risk  assessment  to  technical 
consultancy. 

Traditionally,  Sema  Group  has  been  more 
involved  in  systems  development  than 
consulting.  The  company  has  expertise  in 
using  off-the-shelf,  customized  or  bespoke 
software  for  business  and  technical 
applications.  Sema  Group  has  applied  this 
expertise  to  develop  strong  solutions  for  its 
target  vertical  markets,  such  as 
telecommunications  and  defense. 
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The  company’s  product  range  in 
telecommunications  includes: 

• SMS2000  - a high  performance  message 
engine 

• AUC2000  - a scaleable  GSM  Authentication 
Center 

• CABS  2000  - a customer  care  and  billing 
systems  for  GSM  and  analogue  network 
mobile  telecommunications  operators. 

In  the  Banking  & Finance  market,  Serna 
Group’s  offerings  include  branch  systems, 
payment  systems  (CardPac  card  management 
system)  and  developments  of  smart  card 
solutions. 

Sema  Group’s  outsourcing  business 
encompasses  the  range  of  services  from  taking- 
over  whole  IT  departments,  including  the  staff, 
to  handling  only  part  of  a client’s  IT 
infrastructure,  such  as  the  desktop  or 
electronic  data  interchange  services. 

Sema  Group  also  offers  disaster  recovery  and 
back-up  facility  services. 


Recent  Projects  and  Major  Clients 

The  following  lists  some  of  Sema  Group’s  major 

projects  in  1996: 

• Outsourcing  contracts  with  Messier-Dowty 
SAS  and  Messier-Bugatti  worth  a total  of 
£62  million.  Sema  Group  will  be  responsible 
for  operating,  maintaining  and  developing 
the  entire  IT  infrastructure  for  the  two 
clients.  Both  companies  are  in  the 
aeronautics  industry. 

• Five-year  outsourcing  contract  with  Willis 
Corroon  pic,  the  UK’s  largest  insurance 
broker.  The  contract  covers  the 
management  and  support  of  IT  helpdesk, 

PC  services,  LANs  and  WANs  and  voice 
networks  and  switchboards. 

• Sema  Group  was  elected  the  IT  integrator 
for  Euro96  - the  European  football 
championships  held  earlier  this  year  in  the 
UK. 

Exhibit  10  lists  some  of  Sema  Group’s  major 
clients. 
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Exhibit  10 


A Selection  of  Serna  Group’s  Major  Clients 


Vertical  Market 

Banking  & Finance 


Defense 


Public  Sector 


Energy  & Utilities 


Commerce  & Services 


Telecommunications 


Company 

Birmingham  Midshires  Building  Society,  UK 
Lansforsakringsbolagens  AB,  Sweden 
Standard  Chartered  Bank,  UK 
Caisses  d’Epargne,  France 
Banco  Santander,  Spain 
Sogen  Fiditalia,  Italy 

German  Army,  Heros  Project 

Royal  Navy,  UK 

French  Army,  SIMAT  Project 

Home  Office,  UK 

Ministry  of  Agriculture,  France 

Information  Technology  Services  Agency,  UK 

North  West  Water,  UK 
Electricite  de  France 
Gaz  de  France 
Svenska  Kraftnat,  Sweden 

Bilspedition,  Sweden 
Rente,  Spain 
Railtrack,  UK 

France  Telecom,  France 
Bouygues  Telecom,  France 
Retevision,  Spain 
Vodacom,  South  Africa 
AT&T  Wireless,  U.S. 


Source:  Sema  Group 


INPUT  Assessment 

Sema  Group  has  a strong  systems  development 
heritage  which  it  is  making  good  use  of  to 
expand  into  its  strategic  vertical  markets. 

The  company  has  traditionally  been  less  strong 
in  business  process  management  but  will 
doubtless  strengthen  this  side  of  its  operations 
by  acquisition. 


Sema  Group  has  grown  strongly,  both 
organically  and  through  acquisition,  in  the 
past  few  years.  However,  the  company  has 
managed  to  maintain  constant  profit  levels. 

Sema  Group  has  used  a growth  strategy  where 
it  has  established  a firm  foundation  in  either 
geographical  or  vertical  markets  from  which  to 
expand.  This  strategy  looks  to  be  paying  off 
and  INPUT  believes  that  Sema  will  continue  to 
be  a major  European  IT  services  player. 
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COMPANY 

PROFILE 


SHARED  FINANCIAL  SYSTEMS, 
INC. 

15301  Dallas  Parkway 
Suite  600 
Dallas,  TX  75248 
Phone:  (214)233-8356 
Fax:  (214)458-3876 


President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Michael  Faherty 
Private  Company 
170  (3/93) 
$21,000,000* 
3/31/93 


* INPUT  estimate 


Key  Points 


Shared  Financial  Systems'  transaction  processing  software  products 
are  now  available  for  UNIX,  as  well  as  fault  tolerant  computer 
environments. 

Shared  Financial  Systems  has  developed  an  open  systems  on-line 
transaction  processing  (OLTP)  application  development  "engine",  a 
network/gateway  communications  platform,  and  a client/server 
transaction  network. 

The  company  has  unbundled  its  products  into  modules  that  are 
available  separately  based  on  the  requirements  of  its  bank,  financial 
services,  retail,  pharmacy,  and  health  care  clients. 
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Company 

Description 


Company  Strategy 

Financials 

Competitors 

Key  Products  and 
Services 


Shared  Financial  Systems,  founded  in  1982,  provides  transaction 
processing  software  products  used  by  banks,  financial  services  firms, 
retailers,  pharmacies,  health  care  providers,  and  other  companies  for 
business-critical  applications  or  UNIX-based  connectivity  and 
development  platforms. 

The  company  also  provides  custom  programming,  systems  integration, 
and  related  consulting  and  support  services. 

Shared  Financial  Systems’  products  are  installed  at  325  sites  in  44 
countries  on  six  continents. 


Shared  Financial  Systems'  strategy  is  to  provide  its  products  and 
services  to  targeted  vertical  markets  to  ensure  that  each  customer 
attains  higher  profits  while  providing  greater  convenience  to  their 
customers. 


Shared  Financial  Systems'  fiscal  1993  revenue  reached  an  estimated  $21 
million,  a 19%  increase  over  fiscal  1992  revenues. 


Major  competitors  include  ACI  and  Deluxe  Data  Systems. 


Approximately  60%  of  Shared  Financial  Systems'  fiscal  1993  revenue 
was  derived  from  applications  software  and  connectivity  products  and 
40%  from  consulting  and  other  services. 

The  company  currently  offers  its  products  on  two  software  development 
platforms  as  follows: 

• ON/2K  for  Stratus,  IBM  System/88,  and  Olivetti  CPS/32  fault 
tolerant  computers  operating  under  VOS 

• ON/X rM  for  open  systems  computing  on  computers  such  as  the  IBM 
RS/6000,  Sequent,  and  NCR  3000  series  UNIX-based  systems 

Current  applications  software  packages  include  the  following: 

• Electronic  Payments  authorizes  credit  and  debit  transactions,  verifies 
checks  at  the  point-of-sale  (POS),  and  captures  sales  draft 
information  electronically  through  electronic  draft  capture  (EDC). 
The  software  allows  users  to  control  their  costs  while  broadening 
their  customers'  payment  options. 
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Electronic  Banking  drives  all  manufacturers'  ATMs  as  well  as  switch 
transactions  through  regional,  national,  international,  and 
proprietary  networks  and/or  host  mainframes.  The  software  assists 
users  in  improving  the  reliability  and  profitability  of  their  customer- 
activated  and  electronic  funds  transfer  (EFT)  transactions. 

Check  Management  verifies  checks  on  a positive  or  exception  basis 
and  authorizes  ACH,  or  "electronic"  checks,  supports  tracking  of 
returned  checks,  and  accesses  a centralized  customer  information 
file. 

Electronic  Pharmacy  Claims  helps  control  the  costs  and  losses 
associated  with  real-time  acceptance  of  insurance  claims  for 
prescription  payment  by  authorizing  claims  via  an  in-house  data  base 
or  through  third  parties.  It  also  provides  claim  field  editing  and 
verifies  whether  the  cardholder,  prescribing  doctor,  and  drug(s)  are 
eligible  before  dispensing. 

Online  Pharmacy  Adjudication  supports  on-line  pricing,  co-payment, 
and  benefits  tracking  to  ensure  that  health  claims  are  accurate,  cost 
less  to  submit,  and  eligible  for  prompt  reimbursement. 

Drug  Utilization  Review  uses  the  patient's  health  profile  and 
prescription  drug  history  to  notify  the  pharmacist  of  drug-to-allergy, 
and  drug-to-drug  interactions. 

Customer  Relationship  Marketing  provides  a variety  of  customer 
loyalty  incentive  programs  for  retailers.  These  programs  include 
frequent  shopper,  target  marketing,  and  managing  a marketing  data 
base  of  customer  demographic  and  buying  information. 

Data  Delivery  electronically  transfers  POS  data  to  a central  location 
and  downloads  information  to  retail  stores  either  individually, 
collectively,  or  in  groups  in  support  of  data  collection,  data 
distribution,  and  messaging  functions. 

Card  Management  provides  users  with  a centralized  customer 
information  facility  for  card  base  management,  PIN  maintenance, 
and  management  of  card  mailers  for  ATM,  credit,  frequent  shopper, 
and  check  cashing  cards. 

Sweepstakes  manages  the  electronic  promotion,  maintains  prize 
parameters,  and  verifies  eligibility  criteria  for  electronic  sweepstakes 
programs.  These  programs  are  used  to  entice  more  customers  to  use 
electronic  services  or  to  increase  patronage. 

Electronic  Medical  Claims  pre-edits  claims,  validates  proper 
diagnoses  and  procedures,  checks  provider  and  member  eligibility, 
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can  be  configured  to  support  any  claim  format  or  standards,  and 
electronically  submits  claims  on-line  or  via  batch  transmissions.  The 
re-entry  of  data  on  a provider-by-provider  basis  is  curtailed  since 
carrier  specifications  and  patient  information  are  centralized,  also 
permitting  on-line  inquiries  by  providers  as  to  the  status  of  claims. 

• Electronic  Medical  Benefits  verifies  the  eligibility  of  insurance  claims 
on-line  using  a hierarchy  of  member,  plan,  and  group  information. 
Benefits  coverage  information  is  also  provided. 

Industry  Markets 

Approximately  55%  of  Shared  Financial  Systems'  worldwide  revenue 
was  derived  from  the  banking  and  financial  services  industries,  30% 
from  retailers,  10%  from  pharmacies/health  care  companies,  and  5% 
from  other  sources. 

Clients 

Major  clients  include  four  of  the  world's  top  five  credit  card  companies, 
six  of  the  world's  top  12  banking  institutions,  six  of  the  top  10  U.S.  retail 
drug  chains  (including  40%  of  all  U.S.  retail  drug  chains),  and  50  of  the 
world's  leading  retail  organizations,  health  care  transaction  processors, 
and  insurance  payers  and  providers. 

Geographic 

Markets 

Of  its  installed  base,  approximately  45%  of  the  installations  are  in  the 
U.S.  and  55%  are  outside  the  U.S. 

Shared  Financial  Systems  is  headquartered  in  Dallas  and  has  additional 
offices  in  New  York,  Atlanta,  Memphis,  Chicago,  and  North  Carolina. 

In  the  U.S.,  Canada,  and  Mexico,  the  company's  products  are  marketed 
by  a direct  sales  force,  OEM  partners,  VARs,  and  sales  agents.  Outside 
the  U.S.,  products  are  marketed  and  serviced  by  27  distributors 
worldwide. 
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Shared  Medical  Systems 
Corporation 


Chairman:  R.  James  Macaleer 

President  & CEO:  Marvin  S.  Cadwell 

51  Valley  Stream  Parkway 
Malvern,  PA  19355 
Phone:  (610)  219-6300 

Fax:  (610)219-3124 

Internet:  http://www.smed.com 


Status:  Public 

Employees:  4,826  (12/95) 

Revenue:  $650,641,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Shared  Medical  Systems  Corporation  (SMS) 
is  the  leading  provider  of  health  information 
service  and  system  solutions  worldwide. 

• In  March  1996,  SMS  introduced  NOVIUS™, 
a new  family  of  client/server  health 
information  systems. 


• In  August  1995,  R.  James  Macaleer  resigned 
as  Chief  Executive  Officer  of  SMS,  retaining 
his  position  as  Chairman  of  the  Board. 
Marvin  S.  Cadwell,  the  former  President 
and  Chief  Operating  Officer  has  succeeded 
him,  holding  the  positions  of  President  and 
Chief  Executive  Officer. 

• In  1995,  the  company  formed  a new  division, 
the  Outsourcing  Services  Division  (OSD), 
providing  software,  information  processing, 
personnel  management,  and  technical 
support. 
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• During  1995,  SMS  introduced  a range  of 
new  products,  including  the  client/server 
Laboratory  Management  and  Radiology 
Management  Systems,  a Medical  Image 
Management  System,  a client/server 
General  Financial  System,  and  expanded 
offerings  for  physician  offices  and 
ambulatory  care  settings. 

Company  Description 

Shared  Medical  Systems  Corporation  and  its 
subsidiaries  provide  computer-based 
information  processing  systems  and  related 
services  to  the  health  industry  in  North 
America  and  Europe. 

SMS’  health  information  systems  provide 
clinical,  financial,  administrative,  ambulatory 
care,  managed  care,  decision  support,  and  EDI 
systems  for  both  the  public  and  private  health 
sectors.  The  company’s  range  of  products  and 
services  are  provided  to  hospitals,  multi-entity 
health  care  corporations,  physicians  groups, 
and  other  health  care  providers. 

The  health  information  systems  and  related 
services  are  offered  on  computers  ranging 
from  PCs  to  minicomputers  to  mainframes, 
operating  at  the  client’s  site,  at  SMS’ 
Information  Services  Center,  or  as  part  of  a 
distributed  network. 

In  addition,  SMS  offers  a variety  of 
professional  services  including  system 
installation,  support,  and  education.  The 
company  also  provides  specialized  consulting 
services  for  software  and  network 
customization,  facilities  management, 
information  systems  planning  and 
integration,  and  system-related  process  re- 
engineering. 

Founded  in  1969,  SMS  became  a publicly  held 
corporation  in  1976. 


Organization  and  Structure 

SMS  is  currently  organized  into  the  following 

divisions: 

• The  MedSeries4  Division,  formerly  GTE 
Health  Systems,  is  located  in  Salt  Lake  City 
(UT).  This  division  provides  a core  set  of 
health  care  applications  on  an  IBM  AS  400 
platform.  MedSeries4  offers  both  clinical 
and  financial  applications. 

• The  Outsourcing  Services  Division  (OSD), 
provides  software,  information  processing, 
personnel  management,  and  technical 
support.  During  the  end  of  1995  and  the 
beginning  of  1996,  OSD  had  contracts  with 
seven  customers  for  more  than  $200  million 
of  services  over  the  next  ten  years. 

• The  Clinical  Support  Systems  division 
provides  laboratory  information  systems, 
radiology  management  systems,  medical 
imaging  systems,  and  a pharmacy 
management  system. 

• The  Turnkey  Systems  Division  supports  the 
marketing,  sales,  service,  and  development 
of  the  ALLEGRA  HIS. 

• Health  Solutions  provides  systems  and 
services  to  meet  the  information 
requirements  of  the  health  industry.  Health 
Solutions  offers  people  and  resource 
systems,  clinical  systems,  enterprise 
solutions,  accounting  solutions,  and 
management  solutions. 

• The  Strategic  Services  Group  provides  a 
range  of  information  systems,  planning, 
implementation,  and  consulting  services. 

• Network  Services  provides  network 
planning,  design,  installation,  and  support 
services. 
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• SMS  Europe  provides  systems  and  services 
to  more  than  700  customers  in  12  European 
countries.  SMS  Europe  has  administrative 
offices  in  Basingstoke  (England),  and 
operating  companies  in  Belgium,  France, 
Germany,  Hungary,  Ireland,  Italy,  the 
Netherlands,  Spain,  and  the  U.K. 

• The  Information  Services  Center  is  located 
in  Malvern  (PA),  and  provides  on-line 
connections  to  more  than  650  customers  for 
remote  processing. 

Healthcare  Data  Exchange  (HDX),  formed  in 
1993,  is  an  SMS  company  that  provides  a 
system  for  the  electronic  interchange  of  health 
care  data  among  providers,  payers,  and  others 
involved  in  the  health  industry. 

SMS  currently  has  contracts  with  customers 
in  47  states,  the  District  of  Columbia,  and 
Puerto  Rico.  The  company  also  has  hospital 
contracts  in  Belgium,  the  Czech  Republic, 
France,  Germany,  Hungary,  Ireland,  Italy, 
Luxemburg,  the  Netherlands,  Poland,  Spain, 
and  the  U.K. 

U.S.  branch  offices  are  located  in  the 
metropolitan  areas  of  Ann  Arbor  (MI);  Atlanta 

(GA) ;  Boston  (MA);  Charlotte  (NC);  Chicago 
(IL);  Cleveland  and  Columbus  (OH);  Dallas 
(TX);  Denver  (CO),  Indianapolis  (IN);  Kansas 
City  (KS);  Los  Angeles,  Oakland,  San 
Francisco,  and  Santa  Barbara  (CA);  Miami 

(FL) ;  Nashville  (TN);  New  Orleans  (LA);  New 
York  (NY);  Philadelphia  and  Pittsburgh  (PA); 
Salt  Lake  City  (UT);  Seattle  (WA);  and  St. 
Louis  (MO).  The  company  also  has  an  office 
in  San  Juan  (Puerto  Rico). 

Four  educational  and  training  centers  are 
located  near  Philadelphia,  Chicago,  Fort 
Lauderdale,  and  San  Francisco. 


Company  Strategy 

SMS  is  positioning  itself  to  be  the  leading 
provider  of  regionally  based  integrated  health 
care  network  (IHN)  delivery  systems. 

The  company  is  focusing  on  providing 
enabling  technology  for  managed  care  within 
and  across  health  care  enterprises. 

• SMS’  combined  strengths  in  health  care 
information  systems  solutions,  network  and 
database  integration,  outsourcing,  network 
services,  and  strategic  consulting  services 
help  provide  not  only  the  ability  to 
implement  integrated  health  care  delivery 
systems,  but  also  to  manage  them  on  an 
outsourcing  basis. 

• A significant  strategic  direction  of  the 
company  is  also  to  establish  world  class 
alliances  to  better  serve  customer  needs. 

• The  company’s  strength  in  working  with 
distributed  processing  solutions — which  can 
involve  a combination  of  remote  processing 
at  its  Information  Systems  Center  combined 
with  client-based  processing — has  helped 
the  company  develop  interface  tools  to 
provide  multivendor  product  integration  as 
well  as  integrating  multiple  database 
structures  for  developing  computer-based 
electronic  medical  records. 

Financials 

SMS’  1995  revenue  reached  $650.6  million,  an 
18%  increase  over  1994  revenue  of  $550.8 
million.  Net  income  reached  approximately 
$39.8  million,  a 13%  increase  over  net  income 
of  $35.1  million  for  1994. 

A five-year  financial  summary  is  shown  on  the 
following  page. 
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Shared  Medical  Systems  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$650.6 

$550.8 

$501.3 

$469.6 

$438.7 

• Percent  change  from 
previous  year 

18% 

10% 

7% 

7% 

9% 

Income  before  taxes 

$65.2 

$57.5 

$51.7 

$45.0 

$39.5 

• Percent  change  from 
previous  year 

13% 

11% 

15% 

14% 

17% 

Net  income 

$39.8 

$35.1 

$31.0 

$28.4 

$25.3 

• Percent  change  from 
previous  year 

13% 

13% 

9% 

12% 

12% 

Earnings  per  share 

$1.68 

$1.51 

$1.35 

$1.24 

$1.11 

• Percent  change  from 
previous  year 

11% 

12% 

9% 

12% 

10% 

Revenue  growth  was  attributed  to  strong 
sales  of  SMS  HIS  systems  and  expansion 
efforts  in  Europe. 

Research  and  development  expenditures  were 
approximately  $45.4  million  in  1995, 
compared  to  $39.2  million  in  1994,  and  $37.1 
million  in  1993.  In  all  three  years, 
expenditures  were  approximately  7%  of 
revenue 

Revenue  Analysis  by  Product  / Service 
Service  and  system  fees  revenue  was  $592.5 
million  in  1995,  an  increase  of  approximately 
18%  over  1994.  Hardware  sales  revenue 
increased  25%,  to  $58.3  million  in  1995. 

A three-year  source  of  revenue  summary  by 
product/service,  as  reported  by  SMS,  is  shown 
on  the  following  page. 


Increases  in  service  and  system  fees  revenue 
were  attributed  to  the  following: 

• Higher  levels  of  professional  services, 
primarily  in  system  support,  installations, 
and  consulting 

• Increased  system  processing  fees  due  to  an 
increase  in  Information  Services  Center 
customer  applications 

• Growth  in  system  sales 

• Revenue  from  the  MedSeries4  Division, 
acquired  in  September  1994 

• The  acquisitions  of  two  businesses  in 
Europe  during  1995 

Increases  in  hardware  sales  were  primarily 
attributed  to  the  change  in  timing  and 
product  mix  of  systems  installed. 
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Shared  Medical  Systems  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

19 

93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Service  and  system  fees 

$592.5 

91% 

$504.4 

92% 

$452.8 

90% 

Hardware  sales 

58.1 

9% 

46.4 

8% 

48.5 

10% 

Total 

$650.6 

100% 

$550.8 

100% 

$501.3 

100% 

Interim  Results 

Revenue  for  the  three  month  period  ended 
March  31,  1996,  was  approximately  $170.4 
million,  an  increase  of  17.2%  over  the  same 
period  the  previous  year.  Net  income  for  the 
period  was  $10.8  million,  a 13%  increase  over 
net  income  of  $9.6  million  for  the  same  period 
in  fiscal  1995. 

Market  Financials 

Virtually  100%  of  SMS’  1995  revenue  was 
derived  from  the  health  services  industry. 

SMS’  primary  markets  are  acute-care  (short- 
stay)  hospitals,  generally  with  100  or  more 
beds,  multi-entity  health  care  corporations, 
physicians  groups,  and  other  health  care 
providers. 

SMS’  products  are  offered  to  hospitals  of  all 
types  (urban,  teaching,  suburban,  rural, 
specialty),  proprietary  hospital  companies, 
and  non-for-profit  multihospital  groups.  The 
company’s  products  are  also  offered  to  health 
care  organizations  such  as  clinics,  physician 
group  practices,  medical  schools,  public  health 


departments,  and  home  health  care 
organizations. 

Geographic  Markets 

Approximately  86%  of  SMS’  1995  revenue  was 
derived  from  North  America  and  14%  from 
Europe. 

A three-year  geographic  source  of  revenue 
summary  is  shown  on  the  following  page. 

Acquisitions 

In  June  1995,  SMS  purchased  Professional 
Datacare  (PDC),  a provider  of  financial 
processing  services  to  health  organizations  in 
the  U.K.  The  company  was  acquired  from  the 
National  Health  Service’s  North  West 
Regional  Health  Authority  in  the  U.K.  for 
approximately  $8.5  million. 

In  1995,  SMS  also  acquired  the  health 
division  of  Atlas  Datensysteme  GmbH  (ADS), 
a provider  of  patient  management  and 
financial  systems  in  Germany,  for  $3.6 
million. 
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Shared  Medical  Systems  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America  (a) 

$557.9 

86% 

$480.1 

87% 

$439.3 

88% 

Europe  (b) 

92.8 

14% 

70.7 

13% 

62.0 

12% 

Total 

$650.6 

100% 

$550.8 

100% 

$501.3 

100% 

(a)  North  American  operations  recorded  operating  profits  of  $60. 7 million,  $52.9  million,  and  $47.2  million  for 
1995,  1994,  and  1993,  respectively. 


(b)  European  operations  recorded  operating  profits  of  $7.5  million,  $6. 1 million,  and  $5.8  million  in  1995,  1994. 
and  1993,  respectively. 


Employees 

As  of  December  31,  1995,  SMS  had  a total 
of  4,826  employees  worldwide,  including 
approximately  4,000  employees  in  the  U.S., 
segmented  as  follows: 


Customer  operations  and 

support 40% 

Research  and  development 35% 

Operations,  administration, 

and  marketing 25% 


100% 

The  company  currently  has  more  than 
4,800  employees. 

Key  Products  and  Services 

SMS  operates  the  largest  health  care 
network  in  the  U.S.,  which  consists  of  more 
than  500,000  miles  of  communications 
lines,  containing  more  than  3,000 
communication  devices,  and  connections  to 
more  than  70,000  customer  terminals  and 
printers. 


• SMS  provides  processing  services  to  its 
clients  from  its  Information  Systems 
Center,  which  operates  24  hours  a day, 
365  days  a year.  The  Information 
Systems  Center  serves  users  at  more 
than  650  sites  with  more  than  130,000 
terminals,  transmitting  the  equivalent  of 
over  100  million  pages  of  information  per 
day. 

• SMS  service  offerings  include: 

- Electronic  Data  interchange  Services 

- Network  Services 

- Outsourcing  Services 

- Strategic  Services 

- Support  Services 

• SMS  offers  open  system  solutions  that 
help  customers  interconnect  the  disparate 
operational  systems,  products,  and 
technologies  of  new  network  members 
without  major  changes  to  any  of  the 
individual  systems.  The  SMS  interface 
engine  acts  as  a central  communications 
hub  that  interfaces  any  system  or 
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application  to  another  using  any  protocol 
or  data  format,  including  VMS,  UNIX, 

NT,  MVS,  and  DOS-based  systems. 

• SMS  system  offerings  include: 

- Ambulatory  Care  Information 

- Clinical  Information 

- Financial  information 

- Home  Health  Information 

- Image  Management 

- Laboratory  Management 

- Managed  Care  Information 

- Management  Information 

- Pharmacy  Management 

- Physician  Practice  Management 

- Radiology  Management 

SMS  provides  more  than  100  applications 
to  its  clients  for  financial,  administrative, 
clinical,  and  decision  support  applications. 

A summary  of  applications  is  shown  in  the 
exhibit  on  the  following  page. 

SMS  INVISION®  is  SMS’  IBM-based 
software  product,  which  includes  clinical, 
financial,  and  decision  support  capabilities. 
The  product  is  available  either  for  purchase 
for  in-house  use,  or  as  a remote  processing 
service.  There  are  currently  more  than  600 
SMS  INVISION  system  users. 

CareCenter™,  introduced  in  1993,  is  SMS’ 
new  family  of  clinical  information 
applications  built  on  client/server 
technology  using  Microsoft  Windows 
graphical  presentation  and  is  designed  to 
make  patient  information  readily  available 
to  physicians,  nurses,  and  other  caregivers 
at  any  point  along  the  continuum  of  care. 

• Using  CareCenter,  physicians  and  nurses 
can  review  and  enter  vital  signs, 
assessments,  and  other  patient 


information  from  a hospital  site,  clinic,  or 
physician’s  office,  and  that  information  is 
immediately  accessible  to  other 
CareCenter  users  throughout  the  health 
care  enterprise. 

• CareCenter  was  designed  to  surround 
SMS  INVISION  applications  with  a 
common  front-end. 

Clinical  applications  available  with 
CareCenter  include  care  protocols,  an 
interface  to  physiologic  monitors,  quality 
management,  utilization  management,  and 
medical  records  management.  In  addition, 
CareCenter  provides  access  to  other  PC- 
based  applications  such  as  electronic  mail 
and  outside  reference  data  bases,  including 
medical  libraries. 

Information  Solutions 
SMS’  integrated  information  solutions 
include  technology,  applications,  processes, 
and  services  in  the  HIS  industry. 

Solutions  include  applications  and  services 
for  clinical  results,  orders,  laboratory, 
radiology,  pharmacy,  nursing,  patient 
registration,  medical  and  document 
imaging,  scheduling,  physician’s  offices, 
payroll  and  HR,  billing  and  receivables, 
managed  care,  outcomes  management, 
financial  reporting,  ambulatory  care,  EDI 
services,  clinical  and  financial  decision 
making,  and  executive  information 
systems. 

• NOVIUS™  is  a new  family  of 
client/server  information  systems  offered 
on  a distributed  computing  architecture 
with  enabling  technologies,  applications, 
and  services  designed  to  meet  the 
expanding  information  needs  of  the 
health  industry. 
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Exhibit 


SMS  Applications 


APPLICATION  AREA 

APPLICATION  AREA 

Financial  Management 

Clinical  Management 

- Inpatient  Billing 

- Admissions 

- Advanced  Outpatient 

- Care  Planning 

- Physicians  Billing 

- Chart  Location  and  Delinquency 

- General  Ledger  and  Statistics 

- Clinic  Scheduling 

- Risk  Management 

- Inpatient  Registration 

- Planning 

- Laboratory:  Blood  Bank,  Chemistry, 

- Marketing  Support 

Anatomic  Pathology,  Microbiology 

- Payroll 

- Order  Processing 

- Time  and  Attendance 

- Results  Reporting 

- Personnel 

- Outpatient  Registration 

- Human  Resources 

- Clinical  Data  Repository 

- On-line  Account  Management 

- Clinical  Ambulatory  Information  System 

- On-line  Cost  Accounting  Management 

- Nurse  Staffing 

- On-line  Materials  Management 

- Patient  Care  Plans 

- Inventory  Control 

- Patient  Identification 

- Accounts  Payable 

- Resource  Scheduling 

- Accounts  Receivable 

- Pharmacy 

- Property  Accounting  Management 

- Radiology 

- Ambulatory  Information  System 

- Reregistration 

- Financial  Patient  Index 

- Dietary 

- Master  Patient  Index 

- Remote  Physician  Access 

Administration 

- Quality  Management 

- Administration,  Planning  and  Statistics 

Physician’s  Systems 

- Census  - Comparative  Statistics 

- Architecture 

- Discharge  Planning 

- Decision  Control 

- Infection  Control 

- Patient  Management 

- Medical  Records 

- Guarantor/Patient  Billing 

- Professional  Services 

- Insurance  Processing 

- Quality  Assurance 

- Accounts  Receivable 

- Risk  Management 

- Physician  Production  Analysis 

- Tumor  Registry 

- Advanced  Collection  Workstation 

- Utilization  Review 

- Medical  Records  Chart  Tracking 

- DRG  Management 

- Clinical  Patient  Profiles 

- Drug  Utilization  Review 

- Ad  Hoc  Reporting 

- Mortality  Rate  Analysis 

- Appointment  Scheduling 

- Contract  Management 

Other 

Management  Solutions 

- HARMONY  (LAN  product) 

- Executive  View 

- Development  Office  System 

- Information  Repository 

- Computer-Aided  Instruction 

- Trend  Monitor 

- Professional  Staff  Credentialing 

- Cost  Accounting  Manager 

- OPENLink 

- Performance  Manager 

- Flexible  Budget  Monitor 

- INFOSTATION 
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• Novius.ihn™,  the  first  system  in  the 
NOVIUS  family,  includes  a data 
warehouse,  CareCenter™  Workstation, 
Standard  Technology  Platform,  and 
people-centered  applications. 

Health  Information  Systems 

Health  information  systems  and  related 

services  offered  by  SMS  are  as  follows: 

• Financial  systems — Providing  a range  of 
financial  functions  including  patient 
accounting  (including  billing  and 
receivables),  accounting  and  financial 
management,  materials  management, 
personnel,  and  property 

• Patient  management — Systems  assisting 
in  the  administration  of  patient  care 
through  specialized  programs  for  various 
hospital  departments,  such  as 
admissions,  outpatient,  utilization 
review,  and  medical  records 

• Clinical  systems — Automating  many 
labor-intensive  tasks  performed  in  the 
nursing,  radiology,  laboratory,  pharmacy, 
and  other  departments  within  health 
organizations 

• Ambulatory  care  systems — Providing 
integrated  systems  that  facilitate  the 
sharing  of  clinical  and  financial 
information  between  health  providers  in 
non-acute  care  settings 

• Management  solutions — Providing  access 
to  a range  of  strategic  information 
collected  from  the  clinical,  financial,  and 
patient  management  systems 

• Physician  information  systems — 
Providing  information  processing  and 
administrative  support  to  physician 
groups,  clinics,  and  medical  schools  with 
features  such  as  scheduling,  electronic 


claims  processing,  automated  billing  and 
rebilling,  and  on-line  collections 

• Systems  for  integrated  health  networks— 
Including  patient  indexes  for  rapid 
identification  of  patients  in  the  network, 
scheduling  of  network-wide  resources,  a 
cumulative  electronic  patient  record, 
software  for  managed  care  issues,  and 
communications  facilities  for  improving 
communications  within  the  network 

ALLEGRA®  is  an  in-house  integrated 
health  care  information  system  targeted 
primarily  to  community  hospitals  with  100 
to  400  beds. 

• The  system  supports  clinical,  financial, 
administrative,  and  decision  support 
applications. 

• ALLEGRA  2000,  released  in  February 
1994,  offers  features  such  as  EDI  services 
for  eligibility  and  referral  (through 
Healthcare  Data  Exchange); 
CareRecord™,  a lifetime  patient  data 
repository;  document  imaging;  and  an 
executive  information  system. 

• ALLEGRA  is  now  available  on  the  UNIX 
operating  systems  for  a range  of 
platforms,  including  Digital,  HP  and  IBM 
RS/6000  systems,  as  well  as  Digital  VAX 
VMS  environments. 

• There  are  currently  more  than  100 
ALLEGRA  clients. 

SMS  offers  its  SIGNATURE®  product 
line — a set  of  physician-group  applications 
for  financial,  clinical,  and  administrative 
functions — to  medical  groups  of  various 
sizes. 

• SIGNATURE  modules  include 
architecture,  decision  control,  patient 
management,  guarantor/patient  billing, 
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insurance  processing,  accounts  receivable 
management,  and  physician  production 
analysis. 

• Optional  applications  include  advanced 
collection  workstation,  medical  records 
chart  tracking,  clinical  patient  profiles, 
ad  hoc  reporting,  and  appointment 
scheduling. 

• SIGNATURE  is  available  as  an  in-house 
system  or  as  a remote  computing  option. 
All  configurations  operate  using  IBM  and 
compatible  computers  under  MVS. 

• There  are  currently  more  than  150 
SIGNATURE  clients. 

Through  Delta  Health  Systems,  SMS 
provides  clinical  and  financial  information 
systems  for  home  health  care  providers. 

• Clinical-Link™  uses  a laptop  computer  in 
the  home  where  care  is  administered  to 
streamline  field  documentation.  At  the 
end  of  the  day,  each  laptop  computer 
automatically  calls  the  file  server  via  a 
phone  line  and  transmits  the  clinician’s 
activities.  This  transmission  provides  the 
file  server  with  a copy  of  the  updated 
chart  for  each  patient. 

• Other  products/applications  offered 
through  Delta  include: 

- Billing/statistical  accounts  receivable 

- In-House  Plus 

- HCFA  485,  486,  487  Plan  of  Treatment 

- Individualized  care  plans 

- Electronic  billing 

- Electronic  plan  of  treatment 

- Medication  reporting 

- Payroll 

- Ad-hoc  report  writer 

- General  ledger 


- Word  processing 

- Scheduling 

- Electronic  charting 

- Hospice  benefits 

- Admission/referral 

- Accounts  payable 

• Delta  systems  run  on  IBM  PCs  and  a 
variety  of  PC-based  UNIX  systems,  a 
RISC  platform,  and  can  also  run  on  a 
Novell  network. 

Electronic  Data  Interchange  Systems 

SMS’  electronic  data  interchange  systems 
facilitate  the  sharing  and  standardization 
of  information  throughout  the  health 
industry,  including  eligibility  verifications, 
claims,  and  remittance  transmissions. 

SMS’  Healthcare  Data  Exchange  (HDX) 
subsidiary  facilitates  the  electronic 
communication  of  industry  standardized 
information  among  all  parties  involved  in 
the  health  care  industry. 

Strategic  and  Network  Services 

SMS’  professional  services  consist  of  a 
variety  of  activities  related  to  the 
company’s  health  information  processing 
systems,  including  installation,  support, 
and  education.  The  company  also  offers 
consulting  services  for  the  design  and 
integration  of  software  and  networks, 
facilities  management,  information  systems 
planning,  and  system-related  process 
reengineering. 

Business  and  professional  services  include 
systems  installation,  integration,  and 
optimization;  education  and  training; 
outsourcing  and  facilities  management; 
network  design,  installation,  and 
monitoring,  reengineering  of  business 
offices,  patient  protocols,  and  medical 
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records;  custom  programming;  and  general 
consulting. 

In  February  1995,  SMS  introduced  the 
Network  Partners  Program  to  complement 
health  care  organization’s  in-house  network 
operations  efforts. 

« 

• The  Network  Partners  Program  consists 
of  a suite  of  service  options  to  assist 
customer  swith  the  management  and 
support  of  their  private  enterprise 
networks. 

• Three  levels  of  service  are  available: 

- The  Reference  Desk  provides  network 
integration  support  for  clients  through 
direct  contact  with  SMS  experts. 

- Level  Two  Remote  Monitoring  service 
provides  continuous  network 
monitoring  to  ensure  optimum 
performance,  protect  against  outages 
and  degradation,  and  to  forecast  the 
impact  of  proposed  applications  on  the 
network. 

- Network  Support  offers  multivendor 
network  and  desktop  equipment  repair 
services. 

Clients 

In  1995,  SMS  had  over  1,700  customers  in 
the  U.S.,  and  over  700  in  Europe.  SMS 
clients  include  integrated  health  networks, 
multi-entity  health  corporations, 
community  health  information  networks 
(which  include  payers  and  employers), 
hospitals,  physician  groups,  and  other 
health  providers  in  North  America  and 
Europe. 

Marketing  and  Sales 

Domestically,  SMS  markets  its  products 
and  provides  installation  services  and 


ongoing  technical  and  educational  support 
with  a field  staff  working  out  of  branch 
offices. 

In  Europe,  SMS  markets,  installs,  and 
supports  its  products  through  local  offices 
in  nine  countries. 

Alliances 

SMS  has  established  alliances  with 
networking  and  telecommunications 
companies,  including  AT&T,  Novell, 
Microsoft,  MemorexTelex,  and  Digital. 

SMS  has  also  formed  the  SMS  Allied 
Partner  Program  as  an  integral  part  of  its 
commitment  to  providing  customers  with 
total  solutions  to  their  health  information 
system  needs. 

• SMS  has  marketing  agreements  with  20 
selected  companies  (Allied  Partners) 
whereby  SMS  introduces  the  Allied 
Partners’  specialized  software  products 
and  services  to  SMS  customers. 

• A sampling  of  solutions  include  Health 
Information  Management  Systems  from 
SoftMed,  Time  and  Attendance  Systems 
from  Kronos,  and  Electronic  Physician 
Notes  Systems  from  Datamedic. 

SMS  is  the  prime  contractor  for  Chin- 
Alliance,  a consortium  of  eight  information 
systems  and  telecommunication  companies 
created  to  provide  services  to  community 
health  information  networks.  ChinAlliance 
is  responsible  for  the  operation  of  a CHIN 
(Community  Health  Information  Network) 
serving  Metropolitan  Chicago. 

In  November  1995,  SMS  and  The  General 
Electric  Company  announced  a 
collaborative  project  with  the  Department 
of  Commerce  to  further  develop  information 
technologies  used  to  capture,  integrate,  and 
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transmit  multimedia  medical  information 
across  geographically  diverse  health 
information  networks. 

In  August  1995,  SMS  , through  the  Clinical 
Support  Systems  division,  and  Becton 
Dickinson  and  Company,  through  its 
Diagnostic  Instrument  Systems  and 
Microbiology  Systems  division,  announced 
a cooperative  agreement  to  adapt  and 
market  software  products  for  microbiology 
laboratories. 

• The  companies  are  combining  Becton 
Dickinson’s  experience  in  infectious 
disease  diagnostics,  and  SMS’  laboratory 
information  systems  to  maximize 
information  delivery  for  microbiology 
labs. 

• The  focus  of  the  alliance  is  on  software 
products  that  will  provide  improved 
information  access  and  delivery,  systems 
integration,  and  enhanced  workflow 
efficiency. 

In  February  1995,  SMS  named  HealthCare 
Information  Services  Inc.  to  SMS’  Allied 
Partner  Program,  and  will  market  the 
company’s  BiblioMed®  electronic  medical 
publications  to  SMS  clients. 

In  February  1995,  SMS  and  Microsoft 
formed  a Healthcare  Development  Alliance 
under  which  the  companies  would  support 
one  another  in  the  development  of  products. 


Formed  in  1993,  Delta  Health  Systems  is  a 

50/50  equity  partnership  between  SMS  and 

Delta  Computer  Systems,  Inc. 

• This  company  provides  clinical  and 
financial  information  systems  for  home 
health  care. 

• Delta  Health  Systems  currently  serves 
over  400  home  health  customers  across 
the  U.S. 

Competition 

Major  competitors  of  SMS  include  the 

following: 

• Processing  competitors  include  First  Data 
Corporation  and  various  regional  firms. 

• Competition  from  vendors  providing  in- 
house  systems  comes  from  HBO  & 
Company  and  Cerner. 

• Physicians’  services  competitors  include 
CyCare  and  IDX. 

Assessment 

SMS  feels  its  strengths  lie  in: 

• Its  strong  customer  satisfaction  ratings 

• Its  large  customer  base 

• Its  wide  range  of  systems  offered  on 
multiple  platforms 

• Its  ability  to  provide  complete  solutions  to 
help  clients  meet  their  business  objectives 
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Shaw  Systems  Associates,  Inc. 


Chairman  & CEO: 
6200  Savoy  Drive 
Suite  600 

Houston,  TX  77036 
Phone: 

Fax: 


Roy  G.  Shaw,  Jr. 


(713)  782-7730 
(713)  782-4158 


s/inw /systems 
fassnefafes,mc 


Status:  Private 

Employees:  60(10/94) 

Revenue:  $ 6,000,000* 

Fiscal  Year  End:  9/30/94 

* INPUT  estimate 


Key  Points 

• Shaw  Systems  is  a leading  provider  of  loan, 
securities  and  collections  software.  The 
company  currently  has  more  than  210 
product  installations. 

• All  of  Shaw’s  products  are  being  ported  to 
multiple  non-mainframe  environments. 

• Shaw’s  newest  product — AS/2000™ 
Application  and  Document  Processing 
System — is  a front-end  processing  system 
that  allows  financial  organizations  to  rapidly 


adjust  to  changes  in  operating  policies  and 
methods. 

• Shaw’s  CS/2000™  On-line  Collection  and 
Account  Tracking  System  is  available  for  PC 
LAN  and  mainframe  environments. 

• Shaw’s  CL/2000™  Commercial  Loan  and 
IL/2000™  Consumer  Loan  Systems  share  a 
common  data  inquiry  and  display  subsystem 
and  reporting  subsystem.  Inquiry  screens 
and  reports  can  be  modified  without 
program  changes. 

• Shaw  has  expanded  its  installation  and 
customer  service  areas  to  provide  increased 
services  for  new  and  existing  clients. 


O INPUT  1994.  Reproduction  prohibited.  VAED 


s/mw/si/s/sms 

/ assac/a/ss.m. ■ jS  a registered  trademark  of  Shaw  Systems  Associates,  Inc. 


Page  1 of  5 


INPUT  Vendor  Profile 


Company  Description 

Shaw  Systems,  founded  in  1967,  provides 
applications  software  products  and  associated 
professional  services  for  credit  servicing,  loan 
servicing  and  corporate  trust  to  large  banks, 
savings  and  loan  associations,  corporations  and 
utilities. 

Company  Strategy 

The  company’s  strategy  is  to  provide  user  and 
programmer  friendly  products  that  are  easy  to 
use,  efficient  and  require  minimal  effort  to 
install,  maintain  and  customize. 

Specific  strategies  for  growth  include: 

• Expanding  the  market  for  its  products  by 
making  the  systems  available  in  a 
client/server  environment 

• Providing  increased  levels  of  customer 
support,  service,  training  and  consulting 

• Leveraging  the  user-defined  screen  and 
report  technology  to  all  products 

Financials 

INPUT  estimates  Shaw  Systems’  fiscal  1994 
revenue  reached  $6  million,  an  18%  increase 
over  fiscal  1993  revenue. 

Revenue  Analysis  by  Product/Service: 

Approximately  85%  of  Shaw  Systems’  revenue 
is  derived  from  software  product  licenses  and 
associated  maintenance  services.  The 
remaining  15%  of  revenue  is  derived  from 
professional  services  consulting,  training, 
installation  and  conversion  support. 

Market  Financials 

Approximately  85%  of  Shaw  Systems’  revenue 
is  derived  from  the  banking  and  finance 
industry  and  15%  from  non-bank  clients. 


including  auto  manufacturers  and  utilities 
(STOPS  product). 

Approximately  70%  of  Shaw’s  banking  and 
finance  clients  have  assets  over  $5  billion  and 
20%  have  assets  between  $1  billion  to  $5 
billion. 

Geographic  Markets 

Approximately  90%  of  Shaw  Systems’  revenue 
is  derived  from  the  U.S.  and  10%  from 
international  sources,  including  Japan  and  the 
Caribbean. 

Shaw  Systems  is  headquartered  in  Houston 
(TX),  with  offices  in  Richmond  and  Alexandria 
(VA)  and  Sacramento  (CA). 

Employees 

As  of  September  30,  1994,  Shaw  Systems  had 
approximately  60  employees,  segmented  as 
follows: 


Marketing  and  sales 3 

Customer  support 27 

Research  and  development 22 

General  and  administrative 8 

60 


Key  Products  and  Services 

Shaw  Systems  specializes  in  financial  software 
products  and  associated  consulting, 
development,  installation  and  support  services. 
Emphasis  is  in  credit  servicing,  loan  servicing 
and  corporate  trust. 

Software  Products 

Each  Shaw  Systems’  product  has  a range  of 
features  and  capabilities  provides  flexibility  to 
respond  to  changing  market  needs. 

• All  products  can  run  on  IBM  S/370,  S/390 
and  ES/9000  family  mainframes  with  MVS 
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or  VSE  operating  systems,  CICS  or  IMS  on- 
line. 


• Shaw’s  CS/2000,  AS/2000  and  STOPS™ 
products  can  also  run  in  PC/LAN  and  UNIX 
environments. 

• The  products  are  designed  to  easily  interface 
to  each  other  or  to  other  systems. 

Shaw  products  include  the  following: 


• CL/2000  Commercial  Loan  and  Collateral 
Accounting  and  Management  Reporting 
System  is  a complete  commercial  loan 
processing  systems  that  handles  all  types  of 
commitments,  notes,  loans  and  collateral, 
including  demand  notes,  time  notes,  term 
notes  and  participations.  CL/2000 
maintains  multiple  reporting  levels,  multi- 
companies and  multi-branches  with  on-line 
access  to  data  and  extensive  reporting. 
There  are  currently  60  CL/2000 
installations. 


with  features  for  retail  collections, 
customer  service  and  commercial  lenders. 
There  are  21  CS/2000  customers. 

• AS/2000  Application  and  Document 
Preparation  System  is  a flexible  package 
for  gathering  data  for  new  accounts  or 
updating  existing  data.  The  product  allows 
the  user  to  define  how  applications  are  to 
be  processed  and  what  information  is  to  be 
included  with  them.  There  are  two 
AS/2000  clients. 

• STOPS  ( Securities  Transfer  On-Line 
Processing  System)  is  a securities  transfer 
software  product  for  registered  bond  and 
stock  transfer  processing,  recordkeeping 
and  payment  issuance.  There  are  12 
STOPS  clients. 

Support  Services 

Shaw  Systems  provides  a range  of  professional 

and  support  services  as  follows: 


• IL/2000  Consumer  Loan  Accounting  and 
Portfolio  Management  System  is  a multi- 
company, multi-branch  consumer  loan  and 
line  of  credit  system  with  an  optional  multi- 
investor securitization  subsystem.  There 
are  currently  62  IL/2000  clients,  including 
five  Japanese  auto  manufacturers. 


• LS/2000  Integrated  Loan  Inquiry  and 
Reporting  System  is  a single  loan  inquiry 
and  reporting  facility  for  both  CL/2000  and 
IL/2000,  allowing  access  to  all  account 
information  in  both  the  CL/2000  and 
IL/2000  loan  systems.  LS/2000  is 
delivered  as  a standard  part  of  the  loan 
products. 

• CS/2000  Collection  and  Account  Tracking 
System  is  a full-function  collection  system 


• Consulting — Shaw  Systems  provides 
consulting  and  project  planning  services, 
including  evaluating  current  and  future 
operational  needs,  spotting  problem  areas 
and  providing  detailed  proposals  for 
solutions. 

• Training — In  addition  to  on-site  training 
provided  with  the  purchase  of  a system, 
quarterly  training  classes  are  available  at 
Shaw  Systems’  office  in  Richmond  (VA). 

• Installation  and  conversion  support — File 
conversion  is  also  provided  when  the  system 
is  installed. 

• Operational  support — Shaw  Systems 
provides  answers  for  any  situation  from 
operational  problems  to  regulatory  changes. 
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Shaw  can  also  design  custom  features  to 
support  any  level  of  operational  needs. 

• Remote  support — On  request,  Shaw 
personnel  can  dial  into  a customer’s  network 
to  look  at  control  information,  help  set  up 
files  or  troubleshoot  problems.  Customers 
can  dial  into  Shaw  Systems’  bulletin  board 
for  broadcasts,  production  information, 
specifications,  change  sets,  programs  and 
demonstrations.  In  addition,  reports, 
programs,  screen  samples  and  dumps  can  be 
uploaded  to  the  bulletin  board  for  Shaw 
Systems  to  review. 

• Turnkey  systems — Shaw  Systems  can  deliver 
and  install  PC/LAN-based  turnkey  systems. 

Clients 

CL/2000  Clients — Banco  Popular  de  Puerto 
Rico,  Bank  of  Hawaii,  Bank  South,  N.A., 
Boatmen’s  Bancshares,  Citibank  NST, 
Commerce  Bank  of  Kansas  City,  N.A.,  Crestar 
Bank,  CSC  Logic,  Dauphin  Deposit  Bank  & 
Trust  Company,  EDS,  Federal  Home  Loan 
Bank  of  Atlanta,  Federal  Home  Loan  Bank  of 
Pittsburgh,  First  Alabama  Bank,  First 
Commerce  Service  Corporation,  First  of 
America  Services,  First  Security  Bank, 

FirsTier  Bank,  N.A.,  FIserv/Data  Line  Services 
Company,  FIserv,  Inc.,  Frost  National  Bank, 
Heller  International,  Hibernia  National  Bank, 
Magna  Group,  NationsBank  (Maryland 
National  Bank),  Meridian  Bancorp,  Midtlantic 
National  Bank,  NBD  Bank,  Student  Loan 
Marketing  Association,  Synovus  Data 
Corporation,  USX  Systems  Development, 

West  One  Bancorp,  Wilmington  Trust 
Company,  Zions  Data  Services 

IL/2000  Clients — Affiliated  Computer 
Services,  Banco  Popular  de  Puerto  Rico,  Bank 
of  America,  Bank  of  Commerce  Trinidad  and 


Tobago,  Bank  of  Hawaii,  Bank  One  Services 
Corporation,  Bank  South  N.  A.,  Barnett 
Technologies,  Branch  Banking  and  Trust 
Company,  Central  Computers,  Central  Fidelity 
Banks,  Commerce  Bank  of  Kansas  City,  CSC 
Logic,  Dauphin  Deposit  Bank  & Trust 
Company,  Education  Loan  Services  Inc.,  First 
Commerce  Corporation,  First  Interstate  Bank 
of  Oregon,  First  Security  Bank, 
FIserv/Dataline,  FirsTier  Bank,  Frost  National 
Bank,  Hyundai  Motor  Finance  Company, 
Integra  Financial  Corporation,  Magna  Data 
Services  Inc.,  Manufacturers  and  Traders 
Trust  Co.,  Mercantile  Bank  of  St.  Louis, 
Midlantic  National  Bank,  Mitsubishi  Motor 
Sales  of  America,  Nissan  Motor  Acceptance 
Corporation,  Norwest  Banks,  People’s  Bank, 
Seafirst  Bank,  TCF  Bank  fsb,  Tokai  Credit 
Corporation,  Toyota  Credit  Canada 
Incorporated,  Toyota  Motor  Credit,  U.S. 
Bancorp,  UJB  Financial  Corp.,  West  One 
Bancorp 


9 


CS/2000  Clients,  PC  Version — American 
Credit  Corporation,  Bank  of  California, 

Central  Computers  Inc.,  Fox’s  Jewelers,  Frost 
National  Bank,  Magna  Bank,  National  Bank  of 
Commerce,  National  Penn  Bank,  Nissan 
Canada  Finance  Inc.,  San  Antonio  Federal 
Credit  Union 


CS/2000  Clients,  Mainframe  Version — 
Affiliated  Computer  Services,  Commerce  Bank 
of  Kansas  City,  CSC  Logic,  Dauphin  Deposit 
Bank  & Trust  Company,  FirsTier  Bank, 
FIserv/Dataline,  Glendale  Federal  Bank, 
Hyundai  Motor  Finance  Company,  Mitsubishi 
Motor  Sales  of  America,  People’s  Bank, 
Toyota  Credit  Canada,  Toyota  Motor  Sales 
U.S. A.,  Inc. 
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Marketing  and  Sales 

Shaw  Systems  markets  its  products  and 

services  through  a direct  sales  forces  and  has 

no  alliances  with  other  vendors. 

Competitors 

Major  competitors  include  American 

Management  Systems,  M&I  Data  Services  and 

Automated  Financial  Systems. 

Assessment 

Shaw  Systems’  strengths  include: 

• Client  loyalty  developed  through  service 

• Well-accepted  mainframe  products  that  can 
be  migrated  to  client/server  platforms 

• Focus  on  client  support  and  training 

• A solid  balance  sheet  and  strong  continuing 
revenue 

Challenges  over  the  coming  year  include: 

• Maintaining  client  relationships  in  a 
consolidating  market 

• Migrating  all  products  to  the  client/server 
environment 

• Enhancing  product  capabilities  to  service  the 
expanding  array  of  products  offered  by 
Shaw’s  clients 
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SHL  Systemhouse  Inc. 


Chairman  & CEO:  John  R.  Oltman 

50  O’Connor  Street 
5th  Floor 

Ottawa,  Ontario,  Canada  KIP  6L2 
Phone:  (613)236-1428 

Fax:  (613)238-4029 


Status:  Public 

Employees:  5,189  (8/94) 

Revenue:  $ 1,160,637,000* 

Fiscal  Year  End:  8/31/94 

* All  financial  information  is  expressed  in  Canadian 
dollars  unless  otherwise  stated. 


Key  Points 

• SHL  Systemhouse’s  focus  is  to  deliver  complete 
transformational  outsourcing  services  to  clients 
moving  their  information  technology  systems 
towards  client/server  architecture  by  providing 
systems  integration  and  consulting,  systems 
operations  and  outsourcing,  and  technology 
deployment. 

• In  December  1 994,  SHL  announced  an 
organizational  streamlining  by  establishing 
operating  units  along  the  company’s  three  lines  of 
business — Systems  Integration  and 


Transformational  Services;  Outsourcing  Services; 
and  Technology  Deployment  and  Educational 
Services. 

• SHL  is  the  global  leader  in  postal  systems 
development.  Other  areas  of  vertical  market 
expertise  include  public  safety  remote  dispatching 
systems,  retail  point-of-sale  systems,  energy, 
telecommunications  and  geographical  information 
systems. 

• During  fiscal  1994,  SHL’s  outsourcing  revenues 
doubled  to  more  than  $200  million  and  the  company 
was  awarded  major  contracts  with  Canada  Post 
Corporation,  Greyhound  of  Canada,  The  VONS 
Companies,  Tupperware  and  CIBC/Wood  Gundy. 

• SHL  believes  that  its  success  in  the  global  market  is 
dependent  on  achieving  success  in  the  U.S. 
commercial  market.  Since  1992,  SHL  has  acquired 
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ten  U.S. -based  systems  integration  firms,  expanding 
its  client/server  and  open  systems  skills  base  and 
customer  base  in  targeted  key  U.S.  commercial 
markets.  During  the  past  two  years,  the  company 
has  also  made  strategic  acquisitions  in  Mexico  and 
the  U.K.  and  has  obtained  contracts  in  Mexico  and 
Venezuela. 

• In  September  1994,  SHL  officially  introduced  SHL 
TRANSFORM™,  the  company’s  proprietary 
object-oriented  software  environment  that  combines 
“just-in-time  training”  with  rapid  client/server 
application  development. 

• During  1993,  SHL  made  the  decision  to  no  longer 
pursue  mainframe-centric  systems  integration 
projects.  As  a result,  the  company  recorded  one- 
time restructuring  charges  of  S134.8  million  in 
fiscal  1993. 

Company  Description 

SHL  Systemhouse  Inc.,  founded  in  1974,  provides 
systems  integration  and  consulting,  outsourcing  and 
systems  operations,  and  technology  deployment 
services  to  commercial  and  government  clients  around 
the  world  with  operations  in  Canada,  the  U.S. , Latin 
America  and  Europe. 

• Systems  integration  and  consulting  includes  SHL’s 
core  transformational  services — the  planning,  design 
and  implementation  of  client/server  architectures 
and  open  systems. 

• Outsourcing  encompasses  SHL’s  transformational 
outsourcing  services.  Contracts  are  managed 
through  six  outsourcing  centers  in  Canada,  the  U.S. 
and  the  U.K. 

• Technology  deployment  includes  the  configuration, 
installation,  procurement  and  support  of  advanced 
workstations,  LANs,  mobile  computing  and  related 
training  services. 

In  February  1994,  SHL  completed  a public  offering  of 
approximately  14.4  million  shares  of  its  common 
stock.  Net  proceeds  to  the  company  were  $108.8 


million.  SHL  intends  to  use  these  proceeds  to  finance 
new  capital  assets  related  to  the  delivery  of  long-term 
contracts  and  for  working  capital. 

Structure  and  Operations 

In  late  1994,  SHL  streamlined  its  organization  by 
establishing  operating  units  along  the  company's  three 
complementary  lines  of  business — Systems  Integration 
and  Transformational  Services;  Outsourcing  Services; 
and  Technology  Deployment  and  Educational 
Services. 

• A central  corporate  group  coordinates  and  supports 
the  finance,  administrative,  human  resource,  legal 
and  communications  functions  in  all  areas  of  the 
company. 

• The  streamlining  enables  SHL  to  eliminate 
substantial  overhead  at  the  corporate  and 
geographic  levels,  reducing  indirect  costs  of 
operations  by  $20  million  on  an  annualized  basis. 

• Each  line  of  business  president  is  an  SHL  Board 
member.  Each  line  of  business  head,  together  with 
Bill  Linton  (executive  vice  president  and  CFO)  and 
the  senior  executives  responsible  for  human 
resource,  strategy  and  legal  functions,  reports  direct 
to  chairman  and  CEO,  John  R.  Oltman.  This  team 
has  overall  responsibility  for  policy,  strategy  and 
operational  management. 

• Each  of  the  three  operating  units  operates  as  a 
separate  profit  center. 

Systems  Integration  and  Transformational  Services, 
headed  by  president  Richard  H.  Beatty,  is  responsible 
for  systems  integration  and  consulting  services. 
Reporting  to  Beatty  are  the  key  geographic  delivery 
organizations,  SHL’s  Technology  Network,  a mobile 
team  of  client/server  computing  and  business  process 
engineering  experts,  and  related  technology  research, 
development  and  alliances. 

• Consolidating  these  services  into  a single  operating 
unit  reduces  internal  cost  and  provides  more 
integrated  services  to  the  company’s 
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transformational  outsourcing  clients  by  breaking 
down  barriers  and  sharing  resources  across 
geographies  and  divisions. 

• The  Strategic  Technology  Services  (STS)  unit 
ensures  that  the  delivery  units  throughout  the 
company  are  equipped  with  the  necessary  skills, 
methodology  and  tools  to  remain  abreast  of  rapidly 
evolving  and  increasingly  complex  information 
technology  systems.  STS  includes  the  following 
units: 

- The  Technology  Network  Division  is  the  chief 
vehicle  for  the  understanding,  evaluation  and 
dissemination  of  information  to  customers  and 
employees  on  new  technologies  and  applying  this 
knowledge  to  projects  as  necessary. 

- Technology  Research  and  Alliances  works  with 
technology  partners,  clients  and  SHL  technology 
experts  to  test  and  communicate  the  practical 
application  of  new  technologies. 

- Delivery  Oversight  provides  central  assistance 
and  evaluation  of  delivery  and  implementation  of 
projects  by  geographical  units. 

- SHL  TRANSFORM  Development  is  responsible 
for  the  development  and  enhancement  of  SHL's 
proprietary  SHL  TRANSFORM  standard 
methodology  and  the  oversight  of  its  use  on  all 
SHL  projects. 

Outsourcing  Services  (the  successor  to  Computing 
and  Network  Services),  is  headed  by  president  Dennis 
B.  Maloney.  This  unit  has  overall  responsibility  for 
computing  and  communications  services  and  related 
systems  operations,  including  the  management  of 
SHL’s  six  outsourcing  centers  worldwide.  All  sales 
support  for  outsourcing  services  has  been  consolidated 
within  this  line  of  business. 

Technology  Deployment  and  Educational  Services  is 
headed  by  president  E.  Victor  Oliver.  This  unit  has 
responsibility  for  technology  deployment,  including 
both  Canada  and  the  UK.,  and  Learning 


Technologies,  which  has  been  organized  into  a single, 

global  education  and  training  service  within  this  line  of 

business. 

• This  consolidation  allows  the  company  to  leverage 
its  Canadian  expertise  and  infrastructure,  and 
together  with  capabilities  for  remote  network 
services,  positions  SHL  to  provide  desktop 
outsourcing  and  related  third-party  maintenance 
services. 

• The  technology  deployment  business  is  carried  out 
in  Canada  through  SHL  Computer  Innovations  Inc. 
(formerly  ComputerLand  Canada)  and  in  England 
through  SHL  Technology  Solutions  Limited. 

• Educational  services  are  provided  through  the 
following  units: 

- Throughout  Canada,  SHL  Learning  Technologies 
offers  courses  from  basic  computer  skills  to 
advanced  client-specific  applications. 

- In  the  U.K.,  SHL  Learning  Technologies  provides 
customized  courseware  and  educational 
outsourcing  services. 

- In  the  U.S.,  SHL  Kee  Systems  designs  and 
delivers  computer-specific  courseware. 

SHL  has  worldwide  office  locations  as  follows: 

• Canadian  offices  are  in  five  regions — Atlantic 
(Halifax  and  Fredericton)  Quebec  (Quebec  City  and 
Montreal  offices).  Central  Canada  (Toronto  and 
Ottawa  offices).  Western  (Winnipeg,  Regina, 
Calgary  and  Edmonton  offices)  and  Pacific 
(Vancouver  and  Victoria  offices). 

• U.S.  offices  are  in  six  regions — Northeast  (New 
York  and  Boston  offices).  Mid- Atlantic  (Reston, 
Cary  and  Orlando  offices).  Central  (Dallas, 
Houston,  Austin  and  Boulder  offices),  Midwest 
(Chicago  office).  Pacific  (Los  Angeles  and  San 
Francisco  offices)  and  National  Systems  (Baltimore 
and  Sacramento  offices).  As  a result  of  its  decision 
in  fiscal  1993  to  cease  pursuing  new  projects  in  the 
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mainframe-based  complex  systems  integration 
business,  the  offices  of  National  Systems  will  be 
closed  as  existing  projects  are  completed. 

• European  offices  in  the  U K.  are  in  London, 

Beeston  (Nottingham),  Camberley  (Surrey), 
Finchampstead  (Berkshire)  and  Salford.  Other 
offices  are  in  Geneva  (Switzerland)  and  The  Hague 
(Netherlands). 

• International  operations  outside  Canada,  the  U S. 
and  Europe  include  the  following: 

- SHL  Systemhouse  de  Mexico  S.A.  de  C.V.  has  an 
office  in  Mexico  City  from  which  it  carries  on 
operations  in  Mexico. 

- SHL  Systemhouse  de  Sur  America,  C.A.  has  an 
office  in  Caracas  from  which  it  conducts  business 
locally. 

- SHL,  in  conjunction  with  the  Tong  Yang  Group  of 
Companies,  carries  on  business  in  South  Korea 
from  an  existing  office  in  Seoul. 

Company  Strategy 

SHL  s mission  is  to  be  the  global  leader  in  the 
transformational  outsourcing  services  market  by 
enabling  its  clients  to  re-engineer  their  business 
processes  and  people  through  information  technology. 

SHL  s strategy  is  to  focus  on  its  transformational 
outsourcing  business  to  provide  a total  solution  for 
clients  moving  their  information  technology  systems 
towards  client/server  architectures. 

Elements  of  the  company's  strategy  include: 

• Forging  long-term,  value-added  partnerships  with  its 
clients 


• Committing  to  its  object-oriented  approach  to 
software  development  in  support  of  business  process 
re-engineering 

• Implementing  the  SHL  TRANSFORM  object- 
oriented  methodology  within  the  SHL  organization 
as  well  as  for  client  projects 

• Strengthening  and  expanding  its  process  re- 
engineering and  education  and  training  services  to 
complement  its  other  service  offerings 

• Continued  international  expansion  in  the  Far  East 
and  Latin  America  through  partnering  with  local  or 
national  firms  in  those  markets  on  a nonfinancial 
risk  basis 

• Attaining  profitability  in  Europe  and  Latin  America 

Financials 

SHL’s  fiscal  1994  revenue  reached  $1.16  billion,  a 
27%  increase  over  fiscal  1993  revenue  of  $912.9 
million. 

• Net  income  for  fiscal  1994  was  $17.5  million, 
compared  to  a net  loss  of  $145. 1 million  for  the 
prior  year. 

• Results  for  fiscal  1993  included  a one-time 
restructuring  charge  of  $134.8  million  related  to  the 
termination  of  several  complex,  mainframe-based 
systems  integration  projects,  eliminated  related 
infrastructures  and  write  downs  of  project-related 
assets.  These  actions  were  taken  to  allow  the 
company  to  focus  on  its  transformational 
outsourcing  business  and  core  expertise  in 
client/server  computing. 

• A five-year  financial  summary  follows: 
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SHL  Systemhouse  Inc. 
Five-Year  Financial  Summary 
(S  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

8/94 

8/93 

8/92 

8/91 

8/90 

Revenue 

$1,160.6 

$912.9 

$738.6 

$688.9 

$689.2 

• Percent  change  from 
previous  year 

27% 

24% 

7% 

- 

9% 

Operating  revenue  (a) 

$620.4 

$401.9 

$276.7 

$259.9 

$247.4 

Income  (loss)  before  taxes 

$18.4 

$(142.2) 

$(10.1) 

$(17.9) 

$(37.6) 

• Percent  change  from 

(b) 

(c) 

(d) 

(e) 

previous  year 

N/A 

N/A 

44% 

52% 

(296%) 

Net  income  (loss) 

$17.5 

$(145.1) 

$(9.5) 

$(19.9) 

$(40.6) 

• Percent  change  from 
previous  year 

N/A 

N/A 

52% 

51% 

(365%) 

Earnings  (loss)  per  share 

$0.29 

$(3.09) 

$(0.25) 

$(0.53) 

$(1.10) 

• Percent  change  from 
previous  year 

N/A 

N/N 

53% 

52% 

290% 

(a)  Represents  total  revenue  less  the  cost  of  hardware  and  licensed  software  sold. 

(b)  Includes  unusual  charges  of  $134.8  million  associated  with  restructuring. 

(c)  Includes  unusual  charges  of  $6.4  million  related  to  negotiations  with  BCE  and  Bell  Canada  and  senior 


executive  terminations. 

(d)  Includes  unusual  charges  of  $25.3  million  associated  with  restructuring  and  other  items. 

(e)  Includes  unusual  charges  of  $35.6  million  resulting  from  write  downs  and  reductions  in  goodwill. 


The  revenue  increase  in  fiscal  1 994  was  attributed  to  a 

59%  increase  in  services  revenue. 

• The  growth  in  services  revenue  is  attributed  in  part 
to  fiscal  1993  acquisitions  contributing  to  revenue 
on  a full  year  basis.  Fiscal  1994  acquisitions 
contributed  approximately  $20.6  million  to  revenue 
growth  from  fiscal  1993. 

• Of  the  $287.4  million  increase  in  services  revenue 
during  fiscal  1994,  $182.6  million  relates  to  systems 
integration  and  consulting  and  $104.8  million  relates 
to  outsourcing. 

• With  increased  demand  for  new  third-party 
workstation-based  products,  shipment  volumes  have 
continued  to  increase  and  are  expected  to  continue 
to  increase;  however,  price  reductions  continue  to 


negatively  impact  workstation-based  deployment 
revenues. 

Interim  Results 

Revenue  for  the  three  months  ending  November  30, 

1994  reached  $309.6  million,  a 15%  increase  over 

$267.5  million  for  the  same  period  in  1993. 

• The  increase  resulted  primarily  from  growth  in 
transformational  outsourcing  and  client/server 
computing-related  services.  Market  demand 
remains  very  strong. 

• On  a year-over-year  basis,  outsourcing  operating 
revenue  grew  75%  to  $68.6  million  and  business  in 
the  U.S.  grew  36%  to  $83.4  million. 
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Operating  income  before  interest  and  taxes  was  $8.5 
million  compared  with  $9.6  million  for  the  same 
period  last  year. 

• The  decline  resulted  primarily  from  a $3.4  million 
increase  in  operating  losses  related  to  SHL’s  U.K. 
and  Latin  American  operations  that  more  than  offset 
operating  income  improvements  from  SHL’s  other 
operations. 

• Net  income  was  $3.3  million,  compared  to  $4.7 
million  for  the  same  period  a year  ago. 

Revenue  Analysis  by  Product/Service 


SHL’s  fiscal  1994  revenue  was  derived  approximately 
as  follows: 


Service 

Revenue 
($  Millions) 

Percent 
of  Total 

Systems  Integration 
and  Consulting 

$568.0 

49% 

Systems  Operations 
and  Outsourcing 

209.3 

18% 

Technology 

Deployment 

383.3 

33% 

Total 

$1,160.6 

100% 

Market  Financials 

SHL’s  fiscal  1994  revenue  (excluding  SHL  Computer 
Innovations)  was  derived  from  the  following 
industries: 


Government 39% 

Transportation 12% 

Telecommunications 11% 

Energy 10% 

Discrete  and  process  manufacturing 5% 

Insurance 2% 

Banking  and  finance 2% 

Other 19% 


100% 


• Ministries,  departments,  and  crown  corporations  of 
the  Canadian  federal  government  generated  revenues 
of  approximately  $109.6  million  (9%)  of  revenue  in 
fiscal  1994,  compared  to  $82.7  million  (9%  of 
revenue)  in  1993  and  $30.9  million  (4%  of  revenue) 
in  fiscal  1992. 

• Revenue  from  the  U.S.  federal  government  and  its 
agencies  were  approximately  $56.3  million  (5%  of 
revenue)  in  fiscal  1994,  compared  to  $32.2  million 
(4%  of  revenue)  in  fiscal  1993  and  $42.4  million 
(6%  of  revenue)  in  fiscal  1992. 

SHL  provides  its  systems  integration  and  outsourcing 
services  to  government  and  commercial  organizations. 

• In  Canada,  SHL  customers  come  from  a range  of 
industrial,  commercial,  and  government  sectors, 
including  financial  services,  resources,  utilities, 
wholesale/retail,  transportation,  manufacturing, 
communications  and  municipal,  provincial  and 
federal  government. 

• In  the  U.S.,  SHL  customers  include 
telecommunications  manufacturers  and  services 
providers,  transportation,  retail,  and  financial 
services  organizations  and  federal,  state  and  local 
government  agencies. 

• In  Europe,  clients  include  government  agencies  and 
commercial  organizations. 

SHL's  target  markets  for  its  services  are  in  the 
application  areas  of  postal,  telecommunications, 
public  safety,  energy,  human  services,  insurance, 
financial  services  and  logistics  (focusing  on  retailing, 
manufacturing,  and  consumer  products). 

SHL  Computer  Innovations'  current  customer  base,  in 
terms  of  annual  dollar  sales  volume,  is  approximatelv 
as  follows: 
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Small/medium  business  accounts 

(10-500  employees) 26% 

Large  business  accounts 

(over  500  employees) 60% 

Federal,  provincial,  and  municipal 

governments  and  their  agencies 12% 

Education  (universities,  community 

colleges  and  school  boards) 1% 

Other !% 


100% 


Geographic  Markets 

Approximately  56%  of  SHL's  fiscal  1994  revenue 
was  derived  from  Canada,  25%  from  the  U.S.,  16% 
from  Europe  and  3%  from  other  international  sources, 
including  Latin  America  and  Asia. 

A three-year  geographic  summary  of  revenue  and 
operating  profit  follows: 


SHL  Systemhouse  Inc. 
Three-Year  Geographic  Financial  Summary 
($  Millions) 


Fiscal  Year 

8/94 

8/93 

8/92 

Geographic  Market 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Revenue 

- Canada 

$647.5 

56% 

$546.3 

60% 

$470.6 

64% 

- U.S. 

289.9 

25% 

172.9 

19% 

134.4 

18% 

- Europe 

191.7 

16% 

164.6 

18% 

132.2 

18% 

- Other 

31.5 

3% 

29.1 

3% 

1.4 

- 

Total 

$1,160.6 

100% 

$912.9 

100% 

$738.6 

100% 

Operating  profit  (loss) 

- Canada 

$47.7 

83% 

$24.8 

103% 

$18.0 

110% 

- U.S. 

18.6 

32% 

(0.3) 

(1%) 

(1.7) 

(10%) 

- Europe 

(1.3) 

(2%) 

(0.8) 

(3%) 

0.6 

3% 

- Other 

(7.4) 

(13%) 

0.4 

1% 

(0.5) 

(3%) 

Total 

$57.6 

100% 

$24.1 

100% 

$16.4 

100% 

Acquisitions 

Since  September  1991,  the  company’s  acquisition 
strategy  has  been  to  purchase  relatively  small,  but 
strategically  important  companies  where 
enhancement  of  SHL’s  capabilities  in  a particular 
geographic  or  vertical  market  was  better  achieved 
through  acquisition. 

Acquisitions  made  by  SHL  during  1994  and  1993 
are  summarized  as  follows: 


In  October  1994,  SHL  acquired  Datatech  Systems 
Ltd.  of  Victoria  (British  Columbia).  Datatech 
provides  national  third-party  maintenance  services 
through  a network  of  2 1 full-service  locations 
situated  across  Canada.  Datatech  now  operates  as 
a subsidiary  of  SHL  Computer  Innovations. 

In  February  1994,  SHL  completed  the  acquisition 
of  Toronto-based  NETG  Training  Group  Ltd.  and 
signed  a long-term  exclusive  distribution  agreement 
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for  Canada  with  National  Education  Training 
Group. 

• NETG  provides  media-based  education  materials 
to  the  corporate,  industrial  and  government 
markets  worldwide,  with  specific  emphasis  on 
information  systems  education  and  training. 

• The  acquisition  extends  SHL’s  delivery 
capability  for  customer  education  services  and 
enhances  its  capabilities  for  the  delivery  of 
custom  education  in  the  client/server  market. 

In  December  1993,  SHL  acquired  Cimtech 
Solutions,  Inc.  of  Houston  (TX). 

In  September  1993,  SHL  acquired  Boston-based 
XL/Proteus  Software  Systems,  Inc.,  a provider  of 
network  connectivity  and  client/server  computing 
solutions.  XL/Proteus,  with  40  employees  and 
1993  revenue  of  more  than  $4  million,  served 
clients  such  as  John  Hancock  Financial  Services, 
Ocean  Spray,  Bigen,  GTECH,  Travelers  Insurance, 
Boston  University  and  Deaconess  Hospital. 

In  October  1993,  SHL  acquired  Comper  S.A.  de 
C.V.,  a premier  Mexico  City  systems  integrator 
and  provider  of  connectivity  expertise. 

In  September  1993,  SHL  acquired  MicroMaster 
Computer  Education  Limited  of  Edmonton. 

In  September  1993,  SHL  acquired  IVY  Computer 
Centres,  Inc.  of  Toronto,  a provider  of  education 
and  training  services. 

In  September  1993,  SHL  acquired  KEE  Systems  of 
Columbia  (MD)  from  Sylvan  Learning  Systems. 
KEE  developed  training  programs  for  personal 
computer  software  and  applications. 

In  August  1993,  SHL  acquired  Hernandez  Albin  Y 
Associados,  S.C.,  a Mexico  City  software  design 
and  development  companv. 

In  July  1993,  SHL  acquired  California-based 
Application  & Business  Solutions,  Inc.,  a provider 


of  midrange  IBM  AS/400  applications  consulting, 
development  and  outsourcing  services. 

In  July  1993,  SHL  acquired  U K. -based  Micro- 
Solutions  (Training)  Ltd.,  a PC  education  and 
training  group. 

In  July  1993,  SHL  acquired  U K. -based  Clarion 
Training  Limited,  a provider  of  technical  education 
courses. 

In  June  1993,  SHL  acquired  Toronto-based  Nidak 
Associates,  a regional  client/server  and  open 
systems  computing  firm  with  approximately  35 
employees.  With  1993  revenues  of  more  than  $4 
million,  Nidak’s  major  customers  included  RBC 
Dominion  Securities,  Canada  Broadcasting 
Corporation  and  Bank  of  Montreal. 

In  June  1993,  SHL  acquired  SI3,  Inc.  of  New  York 
City,  a provider  of  public  safety  dispatch  systems. 

In  May  1993,  SHL  acquired  AST  Trans-Act  Ltd., 
a U.K.-based  provider  of  outsourcing  and 
transformational  services  to  banking  and  financial 
services  firms  in  Europe,  including  outsourcing  for 
the  Royal  Bank  of  Canada  in  the  U K. 

• AST  operates  a data  center  facility  in  London 
that  was  formerly  Royal  Bank  of  Canada's 
European  data  center.  AST  provides  systems 
management  services  to  financial  institutions, 
credit/debit  card  processing,  and  recovery 
management  systems.  It  also  develops  custom 
systems  for  banking  and  finance  customers. 

• AST,  with  over  130  employees,  had  annual 
revenues  exceeding  $22  million  in  1992. 

• SHL  continues  to  provide  systems  operations  and 
application  development  services  to  the  Royal 
Bank  of  Canada's  European  operation  and  to 
other  European  financial  institutions.  Other 
customers  include  Marks  and  Spencer,  AIB 
Group  of  Ireland,  Diners  Club,  and  Westpac 
Banking  Corporation. 
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• The  acquisition  has  expanded  SHL's  systems 
operations  and  outsourcing  capabilities  in  the 
U.K.  and  Europe. 

In  January  1993,  SHL  acquired  AMS  Advanced 
Management  Systems,  S.A.  of  Caracus 
(Venezuela),  a client/server  consulting  firm  with 
more  than  75  employees.  The  acquisition  increased 
SHL’s  capabilities  in  Venezuela. 

Other 

In  December  1993,  SHL  purchased  a minority 
interest  in  Tong  Yang  Information  and 
Communications  Corporation,  expanding  the 
company’s  commercial  transformational 
outsourcing  services  in  the  Korean  marketplace. 

Divestitures 

In  the  first  quarter  of  fiscal  1995,  SHL  divested 
two  business  units  as  part  of  a program  to  reduce 
operating  losses  outside  of  North  America  while 
focusing  on  client/server-driven  businesses. 

Proceeds  of  the  sales  less  costs  and  quarterly 
operating  losses  associated  with  the  two  units 
totaled  $30.0  million.  Divestitures  included: 

• A technology  deployment  unit  in  Mexico 

• A credit  card  processing  software  business  in  the 
U.K. 

Employees 

As  of  August  3 1,  1994,  SHL  had  5,189  employees, 
as  compared  with  4,303  employees  at  August  31, 
1993. 

As  of  December  31,  1994,  SHL  had  5,089 
employees. 

Key  Products  and  Services 

Within  SHL's  transformational  outsourcing 
framework,  the  company’s  operations  are  directed 
along  three  lines  of  business. 

• Systems  Integration  and  Consulting  focuses  on 
implementing  client/server  architectures  and  open 


systems  for  a worldwide  clientele.  SHL's 
resources  are  united  in  this  area  by  its 
proprietary  methodology,  TRANSFORM,  which 
is  used  to  develop  and  implement  all  systems 
integration  projects. 

• Technology  Deployment  makes  use  of  SHL's 
expertise  in  advanced  open  systems 
technologies — from  local-area  networks  and 
workstations  to  wide-area  networks — to  provide 
education  and  training,  technology  configuration 
and  distribution  as  well  as  maintenance  and  help 
services  in  support  of  system  reconfigurations. 

• Outsourcing  is  supported  through  SHL's 
Computing  & Network  Services  business  unit; 
outsourcing  centers  in  Halifax,  Ottawa,  Calgary, 
Los  Angeles,  Houston  and  London;  and  a wide- 
area  telecommunications  network. 

SHL's  base  of  business  over  the  past  year  has 
shifted  from  short-term  contracts  with  higher  risk 
profiles  to  long-term  contracts  with  higher  profit 
profiles. 

Systems  integration  contract  examples  include  the 
following: 

• Acting  as  a primary  contractor  for  the 
Department  of  National  Defence  to  upgrade  the 
Canadian  Forces’  20-year-old  inventory 
management  and  supply  system  under  a five-year 
contract  valued  at  $150  million.  Subcontractors 
include  Sun  Microsystems  of  Canada, 
MacDonald  Dettwiler  and  several  small  and 
medium-sized  Canadian  firms. 

• Deploying  a customized  trading  system  (jointly 
developed  with  Phibro)  and  providing  business 
process  re-engineering  and  training  support  in 
object-oriented  technologies  for  PEMEX, 
Mexico’s  national  oil  company,  under  a three- 
year,  multimillion  dollar  contract. 

• Providing  a statewide  Child  Support 
Enforcement  system  to  the  State  of  Louisiana 
Department  of  Social  Services  under  a $6.8  to 


SHL  Systemhouse  Inc. 
February  1995 


O INPUT  1995.  Reproduction  prohibited. 


Page  9 of  13 


INPUT  Vendor  Profile 


$7.8  million  contract.  The  system  is  based  on 
one  that  was  originally  developed  by  SHL  for 
Kansas.  In  addition  to  Louisiana  and  Kansas, 
there  are  1 1 states  and  the  District  of  Columbia 
using  SHL  systems  to  automate  their  human 
services  administration. 

• A five-year  contract  with  Browning-Ferris 
Industries  (BFI)  for  the  Application  Systems  and 
Development  and  Support  group  within  BFI's 
MIS  Department.  SHL  is  responsible  for 
development  and  maintenance  of  more  than  40 
application  systems. 

• A contract  for  the  first  phase  design  of  a $250 
million  Income  Security  Programs  Redesign  for 
Health  and  Welfare  Canada. 

• Assisting  with  business  process  and  systems  re- 
engineering to  streamline  the  Washington  Post’s 
circulation,  production  and  advertising 
operations. 

• Developing  an  object-oriented  prototype  to 
service  the  customer  care  needs  of  MCI’s  high- 
volume  long-distance  accounts. 

• Providing  business  systems  integration  services 
together  with  IBM  Canada  Ltd.  for  Husky  Oil, 
Ltd. 

• Acting  as  prime  contractor  and  systems 
integrator  to  replace  Transport  Canada's 
financial  and  inventory  control  systems  under  a 
contract  valued  at  more  than  $60  million. 

• Implementing  a client/server  computing  platform 
to  support  Metropolitan  Stevedore  Company’s 
operations  at  the  Ports  of  Los  Angeles  and  San 
Francisco  and  Metropolitan’s  headquarters  in 
Wilmington. 

• Providing  and  operating  a tracking,  tracing,  and 
inquiry  service  of  postal  mail  for  the  U S.  Postal 
Service  under  an  1 1-year,  $270  million  systems 
integration  contract  awarded  in  February  1991. 
The  base  contract,  which  covers  the  first  five 


years  of  the  agreement,  is  valued  at  $128  million. 
The  succeeding  two  option  periods  are  expected 
to  total  $142  million. 

Systems  operations  contracts  include  the  following: 

• Providing  information  technology  planning, 
UNIX  outsourcing  and  local-area  network, 
desktop,  help  desk  and  telecommunications 
support  to  more  than  3,100  users  in  225  branch 
and  lending  offices  throughout  California  for 
American  Savings  Bank  under  a five-year, 
multimillion  dollar  contract. 

• A ten-year,  $1  billion  contract  to  assume 
responsibility  for  the  Computing  and 
Communications  Utility  of  Canada  Post 
Corporation. 

• A three-year,  $3  million  contract  with  the  U K. 
Royal  Automobile  Club  (RAC)  to  provide 
mainframe  processing  for  the  5.7  million-member 
club’s  rescue  program  and  300,000  insurance 
policy  customers  of  the  club. 

• A five-year  contract  with  Canadian  investment 
banking  and  brokerage  firm  CIBC/Wood  Gundy 
to  manage,  operate,  maintain,  support  and 
enhance  CIBC/Wood  Gundy's  end-user 
computing  environment — distributed  PC  LANs 
supporting  the  firm’s  trading  floor,  head  office 
and  administrative  operations.  As  part  of  the 
agreement,  SHL  has  acquired  35  to  40 
CIBC/Wood  Gundy  technology  employees. 

• A seven-year,  multimillion  dollar  contract  with 
Alberta  Municipal  Affairs  to  operate  the 
information  technology  infrastructure  to  support 
the  day-to-day  operations  of  Alberta  Registries 
and  to  help  the  department  streamline  and 
transform  the  delivery  of  registry  services  to 
Albertans. 

• A ten-year  contract  with  The  VONS 
Companies — a leading  Southern  Californian 
supermarket  chain — to  assume  operational 
responsibility  for  VONS’  information  technology 
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function  while  managing  and  executing  the 
migration  of  existing  systems  to  a client/server 
platform.  SHL  has  acquired  a significant 
majority  of  VONS’  MIS  staff  in  the  transition 
process. 

• A five-year,  S27  million  contract  with  Greyhound 
of  Canada  to  provide  various  systems 
management  functions,  including  operations, 
network  management,  application  development, 
support  and  help  desk. 

• A five-year  contract  with  Tupperware  to  assume 
responsibility  for  Tupperware’s  information 
technology  function  throughout  North  America 
while  managing  and  executing  a migration  of  all 
systems  to  a client/server  computing  platform. 
These  systems  include  executive  information, 
distribution  and  order  processing,  financial  and 
manufacturing. 

• A five-year  contract  with  petroleum  refiner 
Ultramar  Corp.  to  provide  mainframe  and 
midrange  processing  and  support  and  application 
development  and  maintenance  services.  SHL 
will  also  consolidate  Ultramar's  IS  operations  to 
one  location. 

• A three-year  transformational  processing 
contract  to  manage  National  Education 
Corporation's  mainframe  computer  systems,  and 
network  and  project  management  support  for  a 
rightsizing  project  toward  distributed  computing. 

• A supercomputer  processing  and  network 
operations  contract  with  HPC  High  Performance 
Computing,  a Canadian  supercomputing 
consortium. 

• Computer  systems  outsourcing  contracts  valued 
at  over  $ 1 00  million  over  seven  years  with  the 
privately-owned  Maritime  Telegraph  & 
Telephone  Company  and  the  Government  of 
Nova  Scotia. 

• A five-year  transformational  outsourcing 
contract  with  Amoco  Canada  Petroleum  Ltd., 


valued  at  $70  to  $90  million,  to  provide  all 
mainframe  processing  and  data,  voice,  and  radio 
network  operations. 

Contract  examples  for  transformational  services 
include  the  following: 

Software  Products 

SHL  has  developed  several  software  products  for 
custom  projects  that  are  now  available  for  license. 
The  products  include: 

• SHL  TRANSFORM 

• SHL  VISION,  a geographical  information 
system 

• A trading  system  (developed  for  PEMEX) 

SHL  Computer  Innovations 

SHL  Computer  Innovations,  with  1,028  employees, 
operates  solely  in  Canada  through  42  Business 
Solution,  Service  and  Training  Centres  in  32  cities. 
Fiscal  1994  revenue  was  $383.3  million. 

• SHL  Computer  Innovations  markets  and 
supports  third-party  microcomputer  hardware 
and  software  products  for  workstation-based 
networks,  and  provides  related  desktop  systems 
management  services  to  business,  government, 
and  education. 

• Its  business  involves  assessing  and  defining 
customer  requirements,  recommending  the  best 
products  and  services,  developing  an  effective 
implementation  plan,  pre-  and  post-delivery 
configuration;  delivery,  installation,  and  testing 
of  the  LAN -based  products,  initial  training  of 
customer  personnel,  and  after-sale  support  in  the 
form  of  remote  systems  management,  ongoing 
user  training,  product  warranty,  and  maintenance 
services. 

• SHL  Computer  Innovations  is  currently  an 
authorized  dealer  for  IBM,  Hewlett-Packard, 
Compaq,  Apple,  Sun,  NEC  and  Toshiba,  among 
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others,  and  obtains  a variety  of  equipment  from 
other  suppliers  to  meet  its  customers' 
requirements.  Leading  software  lines  include 
products  from  Lotus,  Microsoft  and  Borland. 

• The  Technical  Services  Division,  with  over  400 
field  personnel  in  40  service  centers  across 
Canada,  provides  hardware  maintenance  and 
support  services. 

• In  the  U.S.,  technology  deployment  services  are 
offered  primarily  through  an  alliance  with 
Vanstar  Corporation. 

SHL  Systemhouse  Europe  Limited,  with 
approximately  500  employees,  provides  systems 
integration  and  consulting  services.  Its 
subsidiaries — AST  Trans-Act  Limited  and  SHL 
Technology  Solutions  Limited — provide  systems 
operations  and  outsourcing  services,  and 
technology  deployment,  education  and  training 
services,  respectively,  to  clients  in  the  U.K. 

Clients 

Commercial  clients,  among  others,  include 
Tupperware,  Debenham's  Stores,  Financial  Times, 
Lloyds  Bank  and  the  National  Home  Loan 
Corporation,  The  Washington  Post,  PEMEX,  MCI, 
Greyhound,  American  Savings  Bank,  Cargill,  Delta 
Airlines,  Ameritech,  Yamaha,  TRW  (U.K.)  and 
Mattel/Fisher-Price. 

Government  clients  include  Canada  Post,  Health 
and  Welfare  Canada,  Transport  Canada,  Alberta 
Municipal  Affairs,  Ontario  Ministry,  Canadian 
National  Defence  and  the  U S.  Postal  Service. 

Marketing  and  Sales 

Each  of  SHL’s  primary  operating  units  has 
responsibility  for  client  sales  of  services  within  its 
unit. 

Sales  are  conducted  through  a direct  sales  force. 

SHL  also  markets  its  services  to,  and  receives 
referrals  from,  its  suppliers,  especially  hardware 
and  software  manufacturers. 


Alliances 

SHL  has  significant  technology  alliances  with  the 
following  vendors: 

• Vanstar  Corporation,  whereby  SHL  offers 
technology  deployment  services  in  the  U S. 
through  an  alliance  with  Vanstar. 

• Oracle  Corporation,  whereby  SHL  and  Oracle 
jointly  market  Oracle  Cooperative 
Applications — Oracle's  client/server  business 
applications — with  SHL’s  transformational 
outsourcing  services.  Oracle  and  SHL  also  offer 
Quickstart™,  a fixed-price  applications  program 
to  move  customers’  financial  systems  from 
proprietary  mainframe  systems  to  open 
computing  systems  in  no  more  than  120  days. 

• Canada  Post  Systems  Management  Ltd.,  to 
jointly  implement  "track  and  trace"  systems 
worldwide. 

• Microsoft,  whereby  SHL  is  working  closely  with 
Microsoft  on  major  early  NT  implementation  and 
is  planning  for  joint  client’s  implementation  of 
Exchange. 

• Sun  Microsystems,  whereby,  among  other 
activities.  Sun  and  SHL  are  enabling  their  clients 
to  use  the  Internet  for  business. 

• TSW,  a leading  provider  of  asset  care  software, 
whereby  SHL  and  TSW  are  jointly  selling  asset 
care  solutions. 

• Pyramid,  whereby  SHL  is  migrating  its  clients’ 
mainframe-based  FOCUS  applications  to  more 
cost-effective  UNIX  servers. 

• Information  Advantage,  whereby  Information 
Advantage  and  SHL  are  jointly  pursuing  large- 
scale  data  warehousing  opportunities  in 
conjunction  with  Prism  and  Informix. 

• Powersoft,  whereby  SHL  clients  use  Powersoft’s 
PowerSDE  (a  PowerBuilder-based  system 
development  environment  comprising  class 
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libraries  for  common  functions)  to  accelerate 
development  of  high-quality  maintainable  code. 

Competitors 

SHL's  competitors  by  delivery  mode  are  as  follows: 

• Systems  integration  and  outsourcing — IBM, 
EDS,  CSC  and  the  Big  Six  accounting  firms. 

• Technology  deployment  dealers  such  as 
Crowntek  Business  Centres,  Hamilton  Group, 
and  smaller  microcomputer  and  local-area 
network  vendors.  In  addition,  SHL  increasingly 
competes  with  ISM  Information  Systems 
Management,  EDS  of  Canada  Limited,  Digital 
Equipment  of  Canada  Limited  and  with  other 
domestic  and  foreign  manufacturers  that  sell 
directly  to  the  end  user. 

INPUT  Assessment 

The  recent  reorganization  appears  to  provide  a 
solid  foundation  for  SHL  to  grow  profitably  and  to 
exploit  the  knowledge  within  the  company. 

INPUT  believes  the  focus  on  transformational 
outsourcing  is  correct  for  the  company  as  this 
builds  upon  its  strengths.  However,  successful 
implementation  of  its  plans  and  an  increase  in 
profitability  must  be  demonstrated  in  1995  if  SHL 
is  to  become  a major  player  in  the  years  to  come. 
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CEO:  Edward  Blechschmidt 

200  Wheeler  Road 
Burlington,  MA  01803-5187 
Phone:  (617)  273-0480 

Fax:  (617)  221-0232 

Internet:  http://www.sni-usa.com 


SIEMENS 

NIXDORF 


Status:  Subsidiary 

Parent:  Siemens  Nixdorf  Informationssysteme  AG 
Employees:  1,485(10/96) 

Revenue:  $500,000,000  * 

Fiscal  Year  End:  9/30/96 

* INPUT  estimate  


Key  Points 

• Siemens  Nixdorf  Information  Systems.  Inc. 
is  a provider  of  midrange  computers  and 
PCs,  networking,  implementation,  and 
systems  integration  services,  POS  (point-of- 
sale)  solutions,  and  application  software. 

• In  August  1996,  Edward  A.  Blechschmidt 
was  appointed  to  the  position  of  President 


and  CEO  of  Siemens  Nixdorf  Information 
Systems,  heading  all  operations  in  North 
and  South  America.  He  also  assumed  the 
position  of  President  and  CEO  of  the 
company’s  San  Jose  (CA)-based  subsidiary, 
Pyramid  Technology. 

- Prior  to  the  appointment,  Mr. 
Blechschmidt  held  the  position  of  Senior 
Vice  President  and  Chief  Financial  Officer 
at  Unisys  Corporation. 

- Mr.  Blechschmidt  succeeds  Richard  H. 
Lussie,  who  announced  his  retirement 
earlier  this  year. 
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• In  March  1995,  Siemens  Nixdorf 
Information  Systems  acquired  the 
remaining  82.6%  of  the  shares  in  Pyramid 
Technology  Corporation  for  $207  million 
($  U.S.) 

Company  Description 

Siemens  Nixdorf  Information  Systems 
provides  SAP  R/3  implementation  and 
consulting  services,  Intel-based  retail  point-of- 
sale  (POS)  terminals  and  peripherals, 
specialized  software,  corporate  networks,  and 
a range  of  professional  services  to  business 
and  industry  in  the  Americas. 

Through  its  subsidiary  company,  Pyramid 
Technology,  the  company  sells  scalable 
multiprocessor  servers  in  the  Americas. 

Siemens  Nixdorf  Information  Systems  is  the 
U.S.  subsidiary  of  Munich  (Germany)-based 
Siemens  Nixdorf  Informationssysteme  AG 
(SNI).  SNI  is  a separate  legal  unit  of  Siemens 
AG,  a German  holding  company  of  high-tech 
operating  units  in  various  industries. 

• With  operations  in  45  countries,  SNI  is  one 
of  the  largest  European  computer  firms,  and 
ranks  among  the  world’s  leading 
information  technology  specialists.  It 
provides  high-tech  solutions  to  various 
business  segments,  including  energy,  retail, 
communications,  finance,  transportation, 
and  health  care. 

• SNI’s  fiscal  1995  revenues  reached  DM  12.8 
billion  ($8.8  billion,  $ U.S.),  an  increase  of 
10%  over  the  previous  year.  SNI  had  37,200 
employees  worldwide  at  the  end  of  fiscal 
1995. 

Organization  and  Structure 

Headquartered  in  Burlington  (MA),  Siemens 
Nixdorf  Information  Systems  has  U.S.  offices 
located  in  Atlanta  (GA),  Chicago  (IL),  Denver 


(CO),  Dallas  (TX),  San  Jose  (CA),  and  New 
York  (NY). 

International  offices  are  located  in  Canada, 
Venezuela,  Argentina,  and  Brazil. 

Siemens  Nixdorf  Information  Systems  is 
comprised  of  seven  units,  each  having 
separate  reporting  and  P&L  responsibilities, 
as  follows: 

• Americas  Retail  Group — Provides  POS 
products  and  services  to  the  retail  industry, 
including  major  department  stores  and 
leading  specialty  stores 

• Information  Technology  Services  (ITS) 
division — Provides  consulting, 
implementation,  maintenance,  and 
operations  services  for  IT  systems  and 
networks 

• Siemens  Business  Services — Provides 
systems  integration  services,  consulting, 
Internet  solutions,  network  design,  network 
operations,  and  programs/project 
management 

• Business  Solutions  Group,  SAP  Industry 
Center  of  Expertise — Provides 
implementation  of  SAP  R/3  business 
application  software 

• Transportation  Division — Provides 
hardware,  application  software,  and 
professional  services  for  the  travel  and 
transportation  industry 

• Application  Software  Division — Develops 
and  markets  platform-independent,  open 
architecture  software  based  on  OLE  (Object 
Linking  and  Embedding)  technology,  and 
provides  solutions  for  business  processes  in 
the  electronic  commerce,  imaging,  document 
management,  and  office  productivity  areas 
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The  company’s  San  Jose  (CA)-based 
subsidiary.  Pyramid  Technology,  provides 
desktop,  midrange,  and  enterprise  server 
systems  for  UNIX  and  Windows  NT,  as  well 
as  data  warehouse  and  data  mining  solutions. 
Pyramid  also  provides  parallel  processing 
systems,  including  small  to  high-end 
symmetric  multi-processing  (SMP)  systems, 
clustered  SMP  server  configurations,  and 
massively  parallel  processing  (MPP)  systems. 

Siemens  Nixdorf  Information  Systems’  key 
executives  are  summarized  below. 


Siemens  Nixdorf  Information  Systems 
Key  Executives 


Name 

Title 

Edward  Blechschmidt 

President  and  CEO, 
Siemens  Nixdorf  and 
Pyramid  Technology,  and 
acting  head  of 
Information  Technology 
Services 

Guenther  Gruber 

VP  and  CFO  (as  of  1/1/97) 

Andy  Chew 

VP.  Business  Solutions 
Group 

Herb  Cline 

VP,  Americas  Retail  Group 

Heinz  Kagerer 

VP,  Siemens  Business 
Services 

Andreas  Meyer  Knonow 

VP,  Application  Software 

Roger  Stone 

Acting  head  of 
Transportation  Systems 

John  Chen 

Chairman,  Pyramid 
Technology 

Company  Strategy 

Siemens  Nixdorf  Information  Systems’ 
strategy  is  to  build  upon  world-class  open 
systems  and  user-centered  solutions  that 
provide  competitive  advantages  for  customers 
and  partners. 


Financials 

INPUT  estimates  that  Siemens  Nixdorf 
Information  Systems’  fiscal  1996  revenue 
reached  $500  million  ($  U.S.). 

Revenue  Analysis  by  Product / Service 

INPUT  estimates  that  approximately  $80 
million  of  Siemens  Nixdorf  Information 
Systems’  fiscal  1996  revenue  was  derived  from 
information  services-related  activities — 
professional  services  (consulting,  education 
and  training,  software  development),  network 
and  systems  integration,  and  software 
products. 

Market  Financials 

Siemens  Nixdorf  Information  Systems 
provides  its  products  and  services  to  various 
industries,  including  retail,  consumer 
packaged  goods,  manufacturing, 
transportation,  automotive,  finance,  and  high 
technology. 

Geographic  Markets 

INPUT  estimates  that  the  majority  of 
Siemens  Nixdorf  Information  Systems’  fiscal 
1996  revenue  was  derived  from  the  U.S.  The 
company  also  derives  revenue  from  Canada 
and  South  America. 

Acquisitions 

In  March  1995,  Siemens  Nixdorf  Information 
Systems  acquired  the  remaining  82.6%  of  the 
shares  in  Pyramid  Technology  Corporation  for 
$207  million  ($  U.S.). 

• Pyramid  is  a $219  million  provider  of  RISC- 
based  open  system  servers. 

• Pyramid  is  located  in  San  Jose  (CA),  and 
had  approximately  1,100  employees  at  the 
time  of  the  acquisition. 
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Employees 

As  of  October  15,  1996,  Siemens  Nixdorf 
Information  Systems  had  approximately  1,485 
employees,  segmented  as  follows: 

Siemens  Nixdorf 

Information  Systems-U.S 325 

Siemens  Nixdorf 

Information  Systems-Canada 110 

Siemens  Nixdorf 

Information  Systems-Venezuela...  50 

Pyramid  Technology 1,000 

1,485 

Key  Products  and  Services 

Products 

A list  of  products  offered  by  Siemens  Nixdorf 
Information  Systems  through  its  Application 
Software  Division  and  other  units  is  shown  in 
the  exhibit  on  the  following  page. 

Services 

This  section  will  focus  on  the  information 
services  provided  by  Siemens  Nixdorf 
Information  Systems,  which  are  offered 
through  the  following  units: 

Americas  Retail  Group — Provides 
comprehensive  point  of  sale  (POS)  solutions  to 
the  retail  industry.  In  addition  to  POS 
products,  the  group  also  provides  retail 
systems  integration,  education  and  training, 
and  solutions  consulting. 

Information  Technology  Services  (ITS) 
Division — ITS  provides  professional  services 
and  customer  support  programs  for  third- 
party  products  as  well  as  its  own  systems, 
taking  full  responsibility  for  the  system  and 
all  of  its  elements,  regardless  of  original 
supplier. 


• The  company’s  System  Management  Center 
(SMC),  located  in  Burlington  (MA),  provides 
sendees  to  help  manage  complex  network 
environments,  from  basic  monitoring 
programs  to  complete  operations 
outsourcing. 

- SMC  monitoring  services  detect  network 
and  system  problems  that  can  reduce 
performance  or  cause  loss  of  data. 

- Siemens  Nixdorf  Information  Systems 
tracking  software  supports  a range  of 
industry  standard  hardware  platforms, 
communications  equipment,  network 
protocols,  and  operating  systems. 

• Solutions  are  based  on  the  company’s 
TRANSVIEW  software  that  provides 
network  management  from  a central 
site. 

• The  company  also  uses  other  open  and 
proprietary  tools  such  as  HP’s 
OpenView®. 

- The  SMC  provides  a range  of  network 
administration  services,  including  security 
programs,  virus  protection  and  recovery 
systems,  change  management  tools, 
network-wide  management  of  software 
licenses,  versions,  and  updates,  as  well  as 
automated  software  distribution. 

- The  SMC  offers  problem  management 
services,  including  responsibility  for 
hardware,  operating  systems,  and 
applications. 

- Performance  management  is  provided  via 
the  company’s  network  management 
software,  which  generates  detailed  reports 
of  traffic  volumes. 
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Exhibit 

Siemens  Nixdorf  Information  Systems  Products 


Product 

Description 

RISC  Systems 

RM  family  of  servers  and  workstations  include  MIPS  processors  and  are  binary 
compatible 

- RM200 

Business  workstation/workgroup  server 

- RM400 

Departmental  server 

- RM600 

Enterprise  server 

- Reliant  RM 1000 

MPP  server 

- Nile 

Data  center  server 

Personal  Computers 

Advanced  PCs  and  accessories 

- Ultra  compact  units 

- High-end  desktop  systems 

- Tower  systems 

Point  of  Service  Products 

Open  hardware  and  software  products  for  the  retail  industry 

- TradingPOST® 

Application  software  designed  for  maximum  hardware  independence 

- Beetle™  POS  system 

POS  system  based  on  the  Intel  platform 

- CompuAdd  line  of  POS  terminals 

Open  PC  models  designed  for  medium-sized  retailers 

- SNIkey 

Touch-screen  terminal  with  graphical  display 

Application  Software 

Includes  software  development  workplace  productivity,  electronic  commerce, 
and  imaging  software 

- ComUnity 

Object-oriented  software  development  framework  that  enables  integration  of 
legacy  applications,  off-the-shelf  products,  and  customized  solutions 

- SmartAssist 

Workplace  productivity  software  product  that  combines  several  routine  PC  tasks 
into  processes  that  can  be  executed  simultaneously 

- X.400MAIL.X 

Backbone  messaging  system 

- X.500  DIR.X 

Corporate  directory  service 

- SEDI 

Electronic  data  interchange  application 

- ARCIS  family 

Imaging  software  products  providing  a full  range  of  platform-independent, 

scalable  software  for  departmental  and  enterprise-wide  imaging  applications 

Other 

- TRANSVIEW 

Suite  of  software  products  used  for  managing  networks,  systems,  and 
applications 

- openUTM 

UNIX  transaction  processing  monitor  that  integrates  heterogeneous  networks, 
databases,  and  platforms  in  multitier  client/server  environments 

- Intelligent  Queue  Manager 

Software  system  that  automates  the  correction  of  message  problems  in  airline 
reservation  systems 

- ResourceWorks 

Suite  of  airport  and  airline  operations  and  management  tools 

- R/3  LIVE 

Suite  of  rule-based  tools  used  to  rapidly  implement  SAP  R/3  business 
applications  software 

Siemens  Nixdorf  Information  Systems,  Inc. 
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• The  Network  Services  Group,  a part  of  the 
ITS  Division,  provides  network  design, 
implementation,  maintenance,  and  support 
services. 

Network  Services’  methodology  consists  of 
four  phases: 

- Consultancy — Comprises  the  review  of 
business  requirements,  the  existing 
network,  the  physical  environment,  and 
performance  needs  and  analysis.  It  also 
defines  networking  objectives  and 
functional  specification,  develops  capacity 
models,  and  defines  future  strategy,  as 
well  as  providing  an  estimate  of  costs  and 
the  preparation  of  a budget. 

The  company  prepares  a final  report  that 
gives  a complete  review  of  the  system 
status  and  user  requirement. 

- Design — Produces  detailed  topology, 
identifies  optimum  products  and  services 
to  meet  the  design  criteria,  and  plans  the 
implementation  and  schedule. 

- Network  implementation — Includes 
project  management,  network  system  and 
testing,  physical  installation  and  testing, 
configuration  and  integration,  and  user 
training. 

- Support  and  expansion — Provides  ongoing 
support  and  maintenance  tailored  to 
customer  needs,  software  upgrades, 
hardware  upgrades,  performance  audits, 
and  support  of  future  growth  and 
development. 

Help  desk  and  a range  of  on-  and  off-site 
services  are  offered  for  basic  user  support. 
Emergency  support  is  available  24  hours  a 
day,  seven  days  a week,  with  full  technical 
backup. 


• Multivendor  services  are  provided  through 

Siemens  Nixdorf  Information  Systems’ 

Single-Source  Service  program,  providing 

full-service  responsibility  for: 

- UNIX  and  Windows  NT  servers 

- PC  clients 

- Peripherals 

- Networking  equipment 

- Retail  POS  systems 

- Distributed  software 

- Operating  systems 

- Application  software 

- Cabling  and  environmental  services 

- Power  backup  and  regulating  systems 

- Business  protection  services 

Available  services  include: 

- Installations 

- On-site  and/or  depot  repair 

- Network  design,  implementation,  and 
support 

- Preventive  maintenance 

- Power,  cable,  and  environmental  services 

- Software  and  operations  support 

- Data  processing  supplies 

- PC  catalog  sales 

Siemens  Business  Services  (SBS)  Group — This 
group  provides  Internet  solutions  as  well  as 
systems  integration  services  and  systems 
management  services.  This  division  supports 
customers  through  all  stages  of  consulting, 
planning,  and  development  of  solutions 
through  final  implementation,  and  acts  as 
aliaison  for  third-party  relationships. 
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SBS  services  are  comprised  of  two  related 
sectors: 

• Integration  Services  focuses  on  offering 
complete  customized  networking  and 
communication  solutions,  providing  a 
network  design  closely  aligned  with  the 
customer’s  business  requirements.  Primary 
categories  of  service  are: 

- Program/project  management 

- Network  design 

- Network  implementation 

- Network  security  solutions  (firewalls, 
security  audits,  etc.) 

- Advanced  Technology  Service  (ATM 
Consulting) 

- Network  management  system  solutions 
development 

- TCP/IP  global  address  plan  development 

• Network  Operations  services  focus  on  the 
delivery  of  top-quality,  highly  reliable 
network  management  service.  The  SBS 
operations  center,  located  in  Norcross  (GA), 
functions  7 days  a week,  24  hours  a day,  and 
offers  customers  a cost-effective  remote 
network  management  solution.  SBS 
operations  services  include: 

- Network  outsourcing/cosourcing 

- Router  network  management 

- Internet  service  management 

- Firewall  management 

- Intranet  operations 

- E-mail  service 


Business  Solutions  Group,  SAP  Industry 
Cen  ter  of  Expertise — The  Business  Solutions 
Group  provides  implementation  of  SAP  R/3 
business  application  software,  with 
considerable  experience  in  the  automotive, 
consumer  packaged  goods,  retail,  high- 
technologv,  and  capital  goods  industry  sectors. 

Siemens  Nixdorf  Information  Systems  has 
been  in  partnership  with  SAP  for  22  years, 
and  has  the  following  relationships  with  SAP: 

• Global  Logo  Partner — One  of  SAP’s  largest, 
most  experienced  consulting  partners, 
offering  multinational  and  multi-industry 
expertise 

• Platform  Partner — Manufacturing  and 
supplying  SAP-certified  hardware  to  run  R/3 

• Technology  Partner — Delivering  key 
operating  system,  middleware,  and 
networking  products 

• Complementary  Software 
Partner — Supplying  and  integrating 
applications  that  complement  and  extend 
R/3  functionality 

• Business  Partner — Providing  products  and 
services  that  help  SAP  achieve  its  own 
business  objectives 

As  part  of  the  Business  Solutions  Group,  R/3 
LIVE  Express  consulting  services  consist  of 
the  following  methodology  and  software  tools 
for  the  rapid  implementation  of  SAP  R/3 
software: 

• The  five  phases  of  the  methodology  include: 

- Implementation  Preparation — Provides 
project  requirements  as  well  as  basic 
timeframes,  resources,  and  overall 
approach 
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- Implementation  Analysis — Matches 
detailed  information  processing 
requirements  to  the  R/3  functionality 

- Implementation  Design — Defines  the 
specific  configurations  that  are  unique  to 
the  Baseline  System  and  specifies  the 
necessary  extensions 

- Implementation  Construction — Builds  the 
Baseline  System  and  automates  the 
migration  and  testing  of  the  data  from  the 
existing  system 

- Implementation  Rollout — Migrates  the 
master  data  and  open  transactions  to  the 
live  system,  as  well  as  providing  end-user 
training  and  establishing  support 
procedures 

• R/3  LIVE  tools  range  from  templates 

developed  in  MS  Word,  MS  Powerpoint,  and 

MS  Project  to  the  company’s  rules-based 

tools: 

- LIVE  Kit  Structure — Proprietary  rules- 
based  software  that  promotes  functional 
integration  while  reducing  complexity  and 
eliminating  unnecessary  work 

- LIVE  Inc. — A modeling  tool  that  provides 
computer  simulation  of  an  international 
manufacturing  company  with  more  than 
120  business  scenarios 

- LIVE  Migration — A set  of  tools  used  for 
migrating  master  data  and  open 
transactions,  ensuring  data  integrity 

- Project  Management  Guide — A step-by- 
step  guide  that  provides  the  project 
management  team  with  tools,  templates, 
and  forms  necessary  for  planning, 
scheduling,  controlling,  monitoring, 
reporting,  and  testing 


• R/3  Customer  Business  Centers — Siemens 
Nixdorf  Information  Systems  maintains  five 
R/3  LIVE  Business  Centers  in  the  U.S., 
providing  systems  integration  services  that 
enable  its  customers  to  optimize  the 
performance  of  their  enterprises. 

Siemens  Nixdorf  participates  in  SAP’s 
Industry  Centers  of  Expertise  (ICOE)  to 
provide  solutions  for  the  retail  and  high-tech 
industries. 

• For  the  retail  industry,  the  company  offers 
enterprise-wide  R/3,  data  warehousing, 
smart  card,  and  multimedia  POS  solutions. 

Siemens  Nixdorf  Information  Systems  is 
creating  a Retail  solutions  group  that  will 
work  with  customers  to  build  their  R/3  retail 
software  solutions. 

• For  the  high-tech  industry,  Siemens  Nixdorf 
has  a team  on  site  developing  industry 
solutions.  It  has  completed  alpha  and  beta 
tests,  and  is  currently  conducting  its  first 
pilot  project. 

The  Business  Solutions  Group  markets  its 
services  to  medium-sized  enterprises  (defined 
by  SAP  as  national  accounts  of  $250  million  to 
$1  billion). 

Transportation  Division — As  well  as  hardware 
and  application  software,  this  division 
provides  professional  services  for  the  airline, 
airport,  and  railway  industries. 

• Professional  services  include  the  planning, 
design,  implementation,  and  management  of 
the  integration  of  communication 
infrastructures. 

• Base  building  infrastructure  design  and 
implementation  projects  include: 
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- Establishment  of  computer  and  equipment 
room  sizing 

- Design  of  conduit/raceway  systems  to 
accommodate  all  primary  and  secondary 
cabling 

- Development  of  a project  communications 
budget 

- Design  alternatives  for  systems 
integration  into  the  base  building 
infrastructure 

• Services  for  network  computing  and 
communications  projects  include  an 
integrated  design  addressing: 

- Broadband  voice/video/data  networks 
including  FDDI,  ATM,  and  other  LAN 
architectures,  and  IP  Internet  and 
intranet  WAN  connectivity 

- Telephone  PBX  and  CENTREX  systems 

- CCTV  and  industrial  video  display 
systems  (FIDS/BIDS)  and  graphic 
information,  including  schedule, 
operations  and  customer  information 
display  systems,  and  ADA-mandated 
visual  paging 

- Communication  requirements  verification 

- Premise  wiring  distribution 

- Development  of  technical  bid  specification 
documents  in  CSI  standard  formats 

- Participation  in  the  bid  response 
evaluation  and  contractor  selection 

• Project  implementation  management  teams 
include  RCDD-certified  engineers  and 
consultants  who  coordinate  architects, 
airport  authorities,  and  airline  user,  MIS, 
and  facilities  representatives. 

- The  company  functions  as  a single  point  of 
coordination  for  all  communications, 


network,  and  computing  systems  planning 
and  design. 

- The  special  systems  consulting  practice 
uses  a cross-functional  approach  to 
provide  implementation  management 
coordination  for  all  low-voltage  cable, 
electronics,  communications,  and 
computing  system  requirement  definitions 
and  procurement  documents,  as  well  as 
computing  system  implementation. 

The  Transportation  Division  also  offers  a full 
suite  of  available  airport  and  airline 
applications  that  address  the  typical  business 
functions  of  operations,  passenger  services, 
maintenance  and  engineering,  in-flight 
services,  cargo  and  freight  management, 
electronic  self-service  devices,  and  decision 
support. 

Clients 

A sampling  of  clients,  by  division,  includes: 

Americas  Retail  Group — Nordstrom, 
Montgomery  Ward,  Sears,  Marshall  Field. 
Egghead  Software,  T.J.  Maxx,  C.R.  Anthony, 
Back-In-A-Flash,  Inc.,  Kids  Mart,  Inc.,  and 
AutoZone 

Information  Technology  Service 
(ITS) — Procom  Technology,  Inc.,  ADIC,  NBC 
desktop  video,  Office  Specialists,  Advalue 
Media  Technologies,  and  Zebra  Technologies 

Siemens  Business  Services — Siemens 
Stromberg  Carlson,  Siemens  Business 
Communication  Systems  (Rolm),  Siemens 
Components,  OSRAM  ST  L\ANIA,  MCI, 
Allied  Signal,  UCLA  Medical  Center, 
Hackensack  Medical  Center,  Orlando 
Regional  Health  Care,  and  Hennepin  County 
Medical  Center  (MN) 
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Business  Solutions  Group — Voith  Hydro  Inc., 
Cadbury  Schweppes,  Adidas,  Hoechst,  Puma, 
and  Siemens  Power  Corp. 

Transportation  Division — Delta  Air  Lines, 
United  Airlines,  Lufthansa,  Western  Pacific, 
Southern  Pacific,  Mass  Port  (Logan 
International  Airport),  Metropolitan 
Washington  Airports  Authority,  Chicago 
O’Hare  airport,  Kansai  International  airport, 
Portland  airport,  and  New  York  JFK  Airport 

Application  Software  Division — the 
Government  of  Canada,  Bell  Atlantic, 
Baltimore  Gas  and  Electric,  and  Teacher’s 
Insurance  and  Annuity  Association  (TIAA) 

Marketing  and  Sales 

The  Americas  Retail  Group  markets  Siemens 
Nixdorfs  open  retail  technology  to  end  users 
through  its  direct  sales  force,  and  to  POS 
system  dealers,  VARs,  OEMs,  and  systems 
integrators  throughout  North  and  South 
America  through  its  Group  Channel  Sales 
organization. 

The  ITS  division  markets  its  products  through 
its  direct  sales  force  and  in  conjunction  with 
other  Siemens  Nixdorf  Information  Systems 
divisions. 

Siemens  Business  Services  markets  directly  to 
Siemens  companies  and  other  major 
organizations. 

The  Business  Solutions  Group  markets  its 
SAP  services  directly  to  user  organizations 
and  also  serves  as  a subcontractor  providing 
specialized  R/3  expertise. 

The  Transportation  Division  markets  directly 
and  in  joint  projects  with  partners. 

The  Application  Software  Division  markets  its 
products  and  services  through  reseller 


channels  as  well  as  by  direct  sales  to  large 
organizations. 

Personal  computers  are  sold  by  Siemens 
Nixdorf  Information  Systems’  direct  sales 
force  for  major  projects  with  corporate  clients. 

Alliances 

Siemens  Nixdorf  Information  Systems  has 
formed  alliances  and  relationships  with 
various  vendors,  including  Texas  Instruments 
Software,  OneWave  Inc.  (formerly 
Business@Web),  Microsoft,  Informix,  Oracle, 
Novell,  Symbol  Technologies,  Raptor  Systems, 
Inc.,  Connectivity,  Inc.,  Security  Dynamics, 
Coopers  & Lvbrand,  and  Price  Waterhouse. 

The  company  also  has  a long-standing 
relationship  with  SAP,  including  the  following 
partnerships:  Global  Logo  Partner,  Platform 
Partner,  Technology  Partner,  Complementary 
Software  Partner,  and  Business  Partner. 

Assessment 

Siemens  Nixdorf  Information  Systems  feels 
that  its  strengths  include: 

• Financial  strength  and  stability 

• Global  resources 

• A nationwide  service  infrastructure 

• Industry-leading  technology 

• Strong  partnerships 


Parent  Company 

Siemens  Nixdorf  Informationssysteme  AG 
Heinz-Nixdorf-Ring  ID-33106  Paderborn 
Germany 

Phone:  49  5251  8-0 

Revenue:  $8,800,000,000  ($  U.S.) 
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SoftKey  International,  Inc. 


Chairman  & CEO:  Michael  Perik 

President:  Kevin  O’Leary 

One  Athenaeum  Street 
Cambridge,  MA  02142 
Phone:  (617)494-1200 

Fax:  (617)494-1219 


Status.  Public 

Employees:  775  (3/96) 

Revenue:  $167,042,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• SoftKey  provides  a range  of  consumer 
software  products  for  PCs  that  are  available 
primarily  on  CD  ROM. 

• As  a result  of  several  acquisitions,  including 
The  Learning  Company  and  Minnesota 
Educational  Computing  Corporation, 
SoftKey  has  transformed  itself  from  a 
provider  of  budget  software  in  the  mass 
market  channel  to  a leading  seller  of 
educational  software. 


• SoftKey,  with  more  than  23,000  retail 
outlets,  pioneered  the  marketing  of  software 
through  nontraditional  outlets,  including 
bookstores,  grocery  chains,  and  discount 
stores. 

Company  Description 

SoftKey  develops,  publishes,  and  markets 
consumer  software  titles  in  the  education, 
productivity,  reference,  and  lifestyle 
categories,  targeted  at  home  and  school  users. 

• As  a result  of  acquisitions  and  internal 
development,  the  company  currently  offers 
more  than  500  titles,  ranging  in  price  from 
$12.99  to  $119. 

• The  company’s  products  are  sold  in  more 
than  23,000  stores  across  40  countries 
through  multiple  distribution  channels 
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including  retail,  direct  mail,  OEM,  and 
school  sales. 

SoftKey  was  founded  in  1982  as  SoftKey 

Software  Products,  Inc.,  focusing  on  studio 

publishing  of  consumer  software. 

• The  company  changed  its  name  to  SoftKey 
International  in  February  1994  when  it 
completed  a three-way  merger  with 
WordStar  International  (formerly  MicroPro) 
and  Spinnaker  Software  Corporation. 

• WordStar,  based  in  Novato  (CA),  provided 
word  processing  and  writing  enhancement 
software  for  PCs.  Spinnaker,  based  in 
Cambridge  (MA),  provided  productivity 
software  for  PCs. 

• Since  this  merger,  SoftKey  has  significantly 
broadened  its  product  lines  and  geographic 
sales  channels  through  several  acquisitions. 

Organization  and  Structure 

SoftKey  is  headquartered  in  Cambridge  (MA). 

• Research  and  development  facilities  are  in 
Cambridge,  Fremont  (CA),  Knoxville  (TN), 
and  Jerusalem  (Israel). 

• The  Knoxville  (TN)  office  is  SoftKey’s 
technical  support  center  and  supports 
development  of  SoftKey’s  foreign  language 
based  products.  This  office  consolidates 
former  technical  support  facilities  in 
Marietta  (GA)  and  Fremont  (CA). 

• An  office  in  Minneapolis  (MN)  supports  the 
learning  products  acquired  with  Minnesota 
Educational  Computing  Corporation. 

SoftKey  also  has  the  following  international 

offices: 

• SoftKey  Software  Products,  SoftKey’s 
Canadian  subsidiary,  provides  tax  software 


products  and  services.  Offices  are  in 
Mississauga  (Ontario),  Sherbrook  (Quebec), 
and  Calgary  (Alberta). 

• Other  foreign  subsidiaries  are  in  Australia, 
Munich  (Germany),  Paris  (France),  Dublin 
(Ireland),  Jerusalem  (Israel),  London 
(England),  and  Tokyo  (Japan). 

SoftKey’s  key  executives  are  summarized 
below: 


SoftKey  Key  Executives 


Name 

Title 

Michael  Perik 

Chairman  and  CEO 

Kevin  O’Leary 

President 

Les  Schmidt 

Chief  Operating  Officer 

R.  Scott  Murray 

Chief  Financial  Officer 

David  Patrick 

President,  International 

Company  Strategy 

SoftKey’s  objective  is  to  be  the  leading 
worldwide  provider  of  value-priced,  high- 
quality  consumer  software. 

SoftKey’s  strategy  is  to  develop,  license,  and 
acquire  a broad  range  of  high  quality  software 
products  with  significant  unit  volume 
potential  and  to  continuously  introduce  these 
new  products  through  a wide  variety  of 
established  and  emerging  distribution 
channels  worldwide,  including  retail,  direct 
mail,  OEM,  and  school  channels.  Key 
elements  of  this  strategy  include: 

• Focusing  on  high-growth  consumer  software 
categories,  including  lifestyle, 
entertainment,  and  education-based 
products 

• Broadly  distributing  to  the  consumer 
market  at  various  price  points,  maximizing 
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consumers’  exposure  to  and  potential 
purchases  of  SoftKey’s  products 

• Continuously  introducing  high  volumes  of 
new  titles  with  shorter  lead  times  and  at 
lower  costs 

• Building  strong  relationships  with  retail 
channels,  including  actively  assisting  in 
channel  management  and  merchandising 

• Acquiring  complementary  products, 
technologies,  and  businesses 

• Enhancing  brand  awareness  and  loyalty 
through  its  focus  on  developing  and 
publishing  value-priced,  high-quality 
software 

Financials 

SoftKey’s  1995  revenue  reached  $167  million, 

a 38%  increase  over  1994  revenue  of  $121.3 

million. 


SoftKey  management  attributes  revenue 
growth  in  1995  to  the  general  growth  in  the 
consumer  software  market  and  the  expansion 
of  market  share  by  the  company  through 
various  acquisitions  and  new  product 
offerings. 


• Net  losses  of  nearly  $66  million  for  1995 
included  amortization  and  merger  related 
charges  of  $103.2  million  associated  with 
the  acquisitions  of  The  Learning  Company, 
Compton’s,  tewi,  and  Future  Vision,  among 
others,  during  1995,  and  certain  charges 
associated  with  the  proposed  merger  with 
Minnesota  Educational  Computing 
Corporation. 

• In  the  three-year  summary  that  follows, 
financials  have  been  restated  to  reflect  the 
pooling-of-interests  acquisitions/mergers 
with  Spinnaker,  WordStar,  Aris 
Multimedia,  Compact  Publishing,  and 
Software  Marketing  Corp.  in  1994  and 
Future  Vision  in  1995.  All  other 
acquisitions  were  accounted  for  as 
purchases  and  results  are  included  from 
their  respective  acquisition  dates. 


• Retail  revenue  increased  by  58%  to  $75.7 
million  due  to  the  items  discussed  above,  as 
well  as  an  increase  in  the  number  of  North 
American  retail  outlets  selling  SoftKey 
products  from  approximately  15,000  to 
22,000.  Growth  was  also  attributed  to  an 


SoftKey  International,  Inc. 
Three-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year  End 

Item 

12/31/95 

12/31/94 

6/30/93  (b) 

Revenue 

$167.0 

$121.3 

$109.7 

Income  (loss)  before  taxes  (a) 

$(60.2) 

$25.2 

$(57.1) 

Net  income  (loss) 

$(66.0) 

$21.1 

$(57.3) 

Earnings  (loss)  per  share 

$(2.65) 

$1.04 

$(4.36) 

(a)  Includes  amortization  and  merger  related  costs  of  approximately  $103.2  million 
in  1995 , $2.4  million  in  1994,  and  $46.2  million  in  fiscal  1993. 

(b)  During  1994,  the  company  changed  its  fiscal  year  end  to  December  31. 
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increase  in  the  number  of  products  available 
for  sale,  as  well  as  an  increase  in  the  sales 
of  the  company’s  Platinum  “jewel-case  only” 
line  of  products,  which  was  launched  in 
December  1994. 

• OEM  sales  increased  26%  to  $20  million 
primarily  due  to  the  acquisition  of  Future 
Vision,  which  had  a strong  presence  and 
sales  network  in  the  OEM  channel. 

• Direct  response  sales  increased  46%  to  $26.2 
million  primarily  due  to  an  increase  in  the 
number  of  mailings  completed  by  SoftKey 
during  the  year. 

• International  revenue  increased  96%  to 
$25.6  million,  driven  by  both  the  acquisition 
of  tewi,  a German  company,  in  July  1995, 
and  increased  penetration  of  PCs  in  Europe, 
which  in  turn  caused  an  increase  in  demand 
for  and  sales  of  consumer  software  products. 

• Tax  software  and  services  revenue  was 
relatively  constant  due  to  increasing 
competition  and  the  saturation  of  the  tax 
software  market  in  Canada. 

Research  and  development  expenses  were 
$12.5  million  (7%  of  revenue)  in  1995, 
compared  to  $6.7  million  (6%  of  revenue)  in 
1994. 

Sales,  marketing,  and  support  expenses  were 
$38.4  million  (23%  of  revenue)  in  1995, 
compared  to  $27.3  million  (23%  of  revenue)  in 
1994. 


General  and  administrative  expenses  were 
$20.8  million  (12%  of  revenue)  in  1995, 
compared  to  $21.3  million  (18%  of  revenue)  in 
1994. 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1996  reached  $71.1  million,  a 66% 
increase  over  $42.9  million  for  the  same 
period  in  1995.  Growth  resulted  from  the 
increased  sales  from  the  acquisitions  of  The 
Learning  Company  and  Compton’s  and 
internal  growth  of  32%  in  the  company’s  core 
publishing  business. 

• Net  losses  of  $76.3  million  for  the  period 
include  charges  of  $90.5  million  associated 
with  the  acquisitions  of  The  Learning 
Company  and  Compton’s  and  related 
deferred  income  tax  provisions. 

• Excluding  these  charges,  net  income  was 
$10.7  million,  compared  to  $9.1  million  for 
the  same  period  a year  ago. 

Market  Financials 

SoftKey’s  revenue  is  derived  primarily  from 
consumers  and  educational  institutions. 

Geographic  Markets 

Approximately  84%  of  SoftKey’s  1995  revenue 
was  derived  from  North  America  and  16% 
from  Europe  and  other  international  sources. 

A two-year  geographic  summary  of  source  of 
revenue  follows: 
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SoftKey  International,  Inc. 

Two-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$140.8 

84% 

$110.3 

91% 

Europe 

27.4 

16% 

11.4 

9% 

Other 

1.2 

1% 

1.1 

1% 

Eliminations 

(2.4) 

(1%) 

(1.5) 

(1%) 

Total 

$167.0 

100% 

$121 

100% 

Acquisitions 

In  May  1996,  SoftKey  completed  the 
acquisition  of  Minnesota  Educational 
Computing  Corporation  (MECC)  of 
Minneapolis  (MN)  for  approximately  $250 
million  in  SoftKey  stock.  The  acquisition  was 
accounted  for  as  a purchase. 

• Each  MECC  common  share  was  converted 
into  the  right  to  receive  1.143  shares  of 
SoftKey  common  stock. 

• MECC,  with  annual  revenue  of 
approximately  $35  million,  is  a leading 
developer,  publisher,  and  distributor  of 
educational  software  for  use  by  children  in 
the  school  and  at  home. 

During  1995,  SoftKey  acquired  Personal  Soft 
S.A.  for  approximately  $4  million.  The 
acquisition  was  accounted  for  as  a purchase. 

• Personal  Soft  is  a French  software 
publishing  company  with  annual  revenue  of 
$2  million. 

• The  acquisition  of  Personal  Soft  expanded 
SoftKey’s  operations  in  France. 

SoftKey  International,  Inc. 

July  1996 


In  December  1995,  SoftKey  acquired 
Compton’s  NewMedia,  Inc.  and  Compton’s 
Learning  Company  from  the  Tribune 
Company  for  approximately  $104.4  million. 
The  acquisitions  were  accounted  for  as 
purchases. 

• The  acquired  operations  publish  educational 
software  and  encyclopedia  products. 

• Compton’s  NewMedia  has  annual  revenue  of 
about  $25  million. 

• Compton’s  Learning  Company  had  annual 
revenue  of  about  $5  million. 

In  December  1995,  SoftKey  acquired  95%  of 
The  Learning  Company  for  approximately 
$684  million.  The  acquisition  was  accounted 
for  as  a purchase. 

• The  Learning  Company  develops 
educational  software  products  for  use  at 
home  and  school. 

• The  Learning  Company  had  annual  revenue 
of  approximately  $65  million. 


5 INPUT  1996  Reproduction  prohibited. 


Page  5 of  9 


INPUT  Vendor  Profile 


In  August  1995,  SoftKey  acquired  Future 
Vision  Holdings  for  approximately  1.1  million 
shares  of  SoftKey  common  stock  (valued  at 
$35  million).  The  acquisition  was  accounted 
for  as  a pooling  of  interests. 

• Future  Vision  is  a multimedia  software 
company  that  publishes  reference  and 
educational  software  products. 

• Future  Vision  has  annual  revenue  of 
approximately  $12  million. 

In  July  1995,  SoftKey  acquired  tewi  Verlag 
GmbH  of  Munich  (Germany)  for 
approximately  $19  million  in  cash  and  stock. 
The  acquisition  was  accounted  for  as  a 
purchase. 

• tewi  is  a publisher  and  distributor  of  CD- 
ROM  software  and  computer-related  books. 

• tewi  had  annual  revenue  of  about  $12 
million  at  the  time  of  the  acquisition. 

In  addition  to  the  mergers  with  WordStar  and 
Spinnaker,  during  1994  SoftKey  made  the 
following  acquisitions: 

• In  September  1994,  SoftKey  acquired 
Software  Marketing  Corporation,  a provider 
of  education/entertainment  multimedia 
products. 

• In  July  1994,  SoftKey  acquired  Compact 
Publishing,  Inc.,  a privately  held  consumer 
multimedia  software  company  based  in 
Washington,  D.C. 

• In  June  1994,  SoftKey  acquired  Aris 
Multimedia  Entertainment,  Inc.,  another 
small  consumer  multimedia  software 
company  based  in  Marina  del  Rey  (CA). 


Employees 

As  of  March  1,  1996,  SoftKey  had 
approximately  775  employees. 

Key  Products  and  Services 

Subsequent  to  the  acquisition  of  Minnesota 
Educational  Computing  Corporation  in  May 
1996,  SoftKey’s  products  are  now  sold  under 
four  different  brands — SoftKey,  Compton’s, 
The  Learning  Company,  and  Minnesota 
Educational  Computing. 

SoftKey  Products 

These  products  are  sold  under  the  Premium, 
Key,  and  Platinum  lines. 

• The  Premium  product  line,  with  more  than 
65  titles,  is  SoftKey’s  most  sophisticated 
software,  ranging  in  price  from  $29.95  to 
$49.95.  These  products  are  designed  to  be 
less  impulse-purchase  driven  than  the  other 
product  lines.  Products  in  this  line  are  often 
cobranded  with  recognizable  consumer 
brand  names  and  include  Time  Almanac, 

The  American  Heritage,  Talking  Dictionary, 
The  Sports  Illustrated  Swimsuit  Calendar, 
BodyWorks,  and  Moby’s  Medical 
Encyclopedia. 

• The  Key  product  line,  with  35  titles,  is  a 
“boxed  product  line”  with  pricing  at  retail 
from  $19.95  to  $29.95.  Products  include 
KeyCAD  Complete,  Key  Travel  Map,  Key 
Mega  Clip  Art  7000,  and  Key  Home 
Gourmet. 

• The  Platinum  products,  with  more  than  125 
titles,  were  introduced  in  December  1994  as 
a "jewel-case-only”  format  software  offering 
generally  sold  at  retail  for  $12.99.  The 
products  are  designed  for  impulse  purchases 
and  include  titles  in  various  consumer- 
oriented  categories,  including  games, 
lifestyle  (for  cooking  and  gardening 
enthusiasts,  and  the  like),  education, 
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reference,  and  productivity  (generating 
labels,  resumes,  calendars,  etc.) 

In  Canada,  SoftKey  is  a leading  provider  of 
tax  software  products  and  services,  which 
contributed  12%  to  total  revenue  during  1995. 

• Large  and  small  accounting  firms, 
corporations,  and  small  businesses  in 
Canada  use  SoftKey’s  software  for  all 
aspects  of  tax  preparation. 

• SoftKey  also  offers  products  for  the  home 
tax  market  for  preparation  of  individual  tax 
returns. 

• Products  are  generally  designed  for  DOS 
and  Windows  operating  systems,  with 
certain  packages  running  on  the  Macintosh. 

The  Learning  Company 
The  Learning  Company  offers  a range  of 
educational  software  products  for  use  at  home 
and  at  school. 

• Its  product  strategy  is  to  offer  these  markets 
a line  of  products  that  help  build  life-long 
learning  and  communications  skills  in  key 
curricular  subject  areas  that  are  appropriate 
for  different  age  groups. 

• Most  of  the  products  are  available  in  home 
editions,  and  certain  products  are  also 
available  in  school  editions  designed  to  help 
teachers  integrate  the  software  into  their 
classroom  curricula. 

• The  combined  line  of  SoftKey  and  The 
Learning  Company’s  educational  software 
contains  more  than  125  titles. 

• The  products  generally  sell  at  retail  prices 
from  $14.95  to  $119. 

The  Learning  Company’s  current  families  of 
products  include  Rabbit  Family,  Super  Solvers 


Family,  Writing  Tools  Family,  Treasure 
Family,  College  Prep,  and  Foreign  Language 
Family. 

Compton’s 

The  acquisitions  of  Compton  s NewMedia  and 
Compton’s  Learning  Company  added 
reference  titles  to  the  SoftKey  product  line 
such  as  Compton’s  Interactive  Encyclopedia, 
the  Multimedia  Bible,  Bug  Explorer,  and 
Compton’s  Reference  Collection  and  Oceans. 

Minnesota  Educational  Computing  Corp. 
(MECC) 

MECC  currently  offers  four  lines  of  consumer 
products,  including  the  Trail  family,  the 
Muncher  family,  the  Writing  Tools  family,  and 
the  GeoGraph  family. 

For  the  school  market,  MECC  has  more 
than  100  products  for  the  Apple  II  and  more 
than  65  for  IBM  and  Mac  formats. 

• For  the  home  market,  MECC  has  more  than 
40  products. 

MECC  is  developing  a new  product  line — the 
MathKeys  family— in  conjunction  with 
Houghton  Mifflin. 

Marketing  and  Sales 

SoftKey  distributes  its  consumer  software 
products  through  retail  channels,  direct  mail, 
OEMs,  and  school  channels  within  North 
America,  and  through  international  channels, 
including  Europe  and  the  Pacific  Rim. 

• Retail  channels— SoftKey  has  relationships 
with  more  than  50  national  retailers  and 
direct  distributors  controlling  23,000 
individual  storefronts  where  most  of  the 
nation’s  software  sales  occur. 

- The  company’s  dealer  sales  channel 
consists  of  traditional  PC  hardware  and 
software  retail  stores,  including  national 
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and  regional  chains  and  superstores. 
Increasingly,  SoftKey  sells  its  products  to 
office  superstores  such  as  Staples, 
electronic  superstores  such  as  Circuit  City 
and  Best  Buy,  and  mass  merchants  such 
as  Kmart  and  Sears.  In  addition,  SoftKey 
sells  to  distributors  in  the  U.S.  and 
Canada  such  as  Ingram  Micro  Inc.  and 
Navarre. 

- The  company  is  also  selling  through 
emerging  consumer  software  distribution 
channels  such  as  book,  music,  drug,  and 
grocery  store  chains. 

• Direct  mail— SoftKey  has  a database  of 
more  than  four  million  users.  During  1995, 
SoftKey  mailed  more  than  22.7  million 
pieces  of  targeted  direct  mail.  SoftKey’s 
direct  mail  efforts  also  include  supplying 
products  for  the  company’s  existing  catalog 
reseller  customers,  such  as 

Micro  Warehouse,  Paper  Direct,  PC 
Connection,  and  Global. 

• OEMs — SoftKey  assists  OEMs  to 
differentiate  their  product  lines  at  the  retail 
level  and  to  introduce  the  SoftKey  brands  to 
new  hardware  buyers.  SoftKey  licenses  its 
software  products  to  OEMs  (including  IBM, 
Apple,  Compaq,  Hewlett-Packard,  and  Dell) 
who  typically  purchase  SoftKey  products  in 
higher  volumes  and  at  lower  prices  than 
retail  stores  and  distributors. 

• School  channels— SoftKey  sells  products 
directly  to  schools  and  school  districts 
through  telemarketing  and  field  sales 
organizations.  Sales  are  also  made  through 
an  authorized  group  of  resellers  and 
distributors,  including  Ingram  Micro  and 
Baker  & Taylor.  In  addition,  SoftKey  has 
agreements  with  Houghton  Mifflin, 

Scholastic,  IBM,  Apple,  and  Jostens  for 
sales  of  the  Writing  Tools  Family  of 


products  (The  Learning  Company)  in 
conjunction  with  their  textbook  offerings. 

• International— During  1995,  SoftKey 
enhanced  its  international  presence  with  the 
acquisitions  of  Personal  Soft  and  tewi. 
SoftKey  has  subsidiaries  in  Germany, 
France,  Ireland,  the  U.K.,  and  Japan.  In 
addition  to  distributors  in  countries  where  it 
has  subsidiaries,  SoftKey  has  distributors  in 
major  European,  Latin  American,  and 
Pacific  Rim  countries,  as  well  as  in  South 
Africa. 

A two-year  summary  of  source  of  revenue  by 
distribution  channel  is  shown  on  the  following 
page. 

Alliances 

SoftKey  has  alliances/marketing  agreements 
with  various  vendors  as  follows: 

• SoftKey  has  an  agreement  with 
CompuServe,  whereby  SoftKey  will  put 
CompuServe’s  access  software  on  all  its 
CDs.  SoftKey  receives  a small  fee,  based  on 
the  revenue  generated,  for  each  customer 
signing  up  for  CompuServe  services  via  a 
SoftKey  CD.  As  users  activate  these 
features  for  the  first  time,  SoftKey  will 
electronically  solicit  the  user  to  purchase 
additional  SoftKey  products. 

• In  April  1996,  SoftKey  announced  an 
agreement  to  participate  in  CompUSA’s 
Budget  Software  Program.  SoftKey  will 
provide  value-priced  jewel  case  software 
titles  (Platinum  and  Key  Kids  products)  for 
all  CompUSA  Computer  Superstores. 

SoftKey  also  supplements  its  development 
efforts  by  acquiring  the  rights  to  products  on 
either  an  exclusive  or  non-exclusive  basis, 
both  through  the  purchase  of  products  and 
under  royalty-bearing  licenses. 
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SoftKey  International,  Inc. 
Two-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

Distribution  Channel 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

Retail 

$75.7 

45% 

$48.1 

39% 

OEM 

20.0 

12% 

15.9 

13% 

Catalog  (a) 

- 

- 

3.2 

3% 

Direct  response 

26.2 

16% 

1.0 

15% 

International 

25.6 

15% 

13.1 

11% 

Tax  software  and  services 

19.5 

12% 

18.1 

15% 

Lansa  software  (a) 

- 

-- 

4.9 

4% 

Total 

$167.0 

100% 

$121.3 

100% 

(a)  Operations  discontinued  during  1994. 


Competition 

Potential  competitors  include  Microsoft, 
Mattel,  Sony,  The  Walt  Disney  Company, 
Viacom,  IBM/Eduquest,  Fisher-Price,  Jostens, 
Electronic  Arts,  Sierra  On-Line,  Davidson  & 
Associates,  Mindscape,  GT  Interactive 
Software,  Edmark,  and  Broderbund  Software. 

INPUT  Assessment 

SoftKey’s  strengths  include: 

• Offering  a wide  range  of  titles,  without 
dependence  on  a select  few  titles  to  generate 
a major  portion  of  revenue.  No  single 


product  accounts  for  more  than  3%  of  total 
revenue. 

• Multiple  distribution  channels 

• Range  of  educational  software  offerings 

• Alliances  with  CompuServe  may  foster 
electronic  distribution  of  SoftKey’s  product 
line 

SoftKey’s  primary  challenge  over  the  coming 
year  will  be  integrating  its  recent 
acquisitions. 
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SOFTECH,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02154-1960 


Chairman: 
President 
& CEO:  I' 

Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Douglas  T.  Ross 

Norman  L.  Rasmussen 
Public  Corporation 


Phone:  (617)890-6900 
Fax:  (617)890-6055 


NASDAQ 
339  (5/93) 


$45,270,000 

5/31/93 


Key  Points 


• In  October  1993,  SofTech  announced  plans  to  sell  all  of  its 
government  services  business  (representing  over  $29  million  of 
SofTech's  fiscal  1993  revenue)  to  CACI  International  in  order  to 
concentrate  attention  and  resources  on  the  commercial  systems 
integration  market. 

• SofTech's  commercial  revenue  has  steadily  increased  over  the  past 
three  years,  reaching  over  $16  million  in  fiscal  1993. 

• In  April  1993,  SofTech  founded  its  Open  Systems  Division  to  assist 
commercial  customers  with  downsizing  from  midsize  and  mainframe 
computers  to  open  systems  platforms. 

• As  a result  of  reorganization  efforts  and  layoffs  made  early  in  the 
year,  both  SofTech's  commercial  business  and  government  business 
operated  profitably  during  fiscal  1993. 
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Company 

Description 

SofTech,  Inc.,  incorporated  in  Massachusetts  in  1969,  provides  custom 
software  development,  systems  engineering,  and  systems  integration 
services  to  government  agencies  and  Fortune  500  companies.  A large 
portion  of  SofTech's  government  business  was  with  the  Department  of 
Defense  (DoD). 

In  October  1993,  SofTech  announced  it  had  signed  a letter  of  intent  to 
sell  its  government  services  business  to  CACI  International  of 

Arlington  (VA)  in  order  to  focus  on  its  commercial  systems  integration 
business. 

• The  sale  price  is  approximately  $3.3  million  plus  the  net  book  value 
of  certain  assets  and  reflects  the  value  of  personnel,  contracts,  and 
assets  associated  with  SofTech's  ongoing  business  with  the  U.S. 
government.  SofTech  will  incur  substantial  restructuring  costs  in 
connection  with  the  transaction,  though  it  is  expected  the  company 
will  report  a gain. 

While  government  business  was  profitable,  continued  reductions  in 
DoD  spending  and  intense  price-sensitive  competition  led  SofTech 
management  to  change  its  market  focus  to  commercial  systems 
integration. 

• It  is  anticipated  approximately  240  of  SofTech's  existing  workforce  of 
327  employees  will  be  transferred  to  CACI  and  approximately  15 
headquarters  jobs  will  be  eliminated  due  to  the  restructuring. 

In  late  1991,  SofTech  discontinued  the  operations  of  COMPASS,  Inc.,  a 
wholly  owned  subsidiary  providing  compiler  software  and  software 
engineering  services  for  supercomputers  and  other  advanced 
architecture  computers.  Revenue  from  these  operations  was 
approximately  $977,000,  $4.6  million,  and  $3.5  million  for  fiscal  1993 
1992,  and  1991,  respectively. 

Strategy 

The  commercial  sector  presents  the  greatest  opportunity  for  new 
business  growth  at  SofTech.  Through  IDI  and  the  Open  Systems 
Division,  SofTech  hopes  to  gain  a greater  penetration  of  the 
commercial  market  through  its  systems  integration  and  downsizing 
services. 

Financials 

SofTech  s fiscal  1993  revenue  was  $45.3  million,  a 13%  decrease  from 
fiscal  1992  revenue  of  $51.7  million.  Net  income  was  $1.7  million, 
compared  to  net  income  of  $0.5  million  for  fiscal  1992. 
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In  the  five-year  summary  that  follows,  financials  have  been  restated  to 
reflect  COMPASS,  Inc.  as  discontinued  operations. 


SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/93 

5/92 

5/91 

5/90 

5/89 

Revenue 

$45.3 

$51.7 

$50.8 

$39.1 

$46.6 

• Percent  change 
from  previous  year 

(13%) 

2% 

30% 

(16%) 

N/A 

Income  (loss)  from 
continuing  operations 
before  taxes 

$1.3 

$0.7 

$(3.5) 

N/A 

N/A 

• Percent  change 
from  previous  year 

86% 

120% 

N/A 

N/A 

N/A 

Net  income  (loss)  from 
discontinued  operations  (a) 

$0.8 

$(0.2) 

(2.6) 

N/A 

N/A 

Net  income  (loss) 

$1.7 

$0.5 

$(6.0) 

$(0.6) 

$1.7 

• Percent  change 
from  previous  year 

240% 

108% 

(900%) 

(135%) 

37% 

Earnings  (loss)  per  share 

$0.45 

$0.12 

$(1.58) 

$(0.16) 

$0.46 

• Percent  change 
from  previous  year 

275% 

108% 

(888%) 

(135%) 

35% 

(a)  Includes  the  results  of  COMPASS,  Inc. 


SofTech  management  attributes  fiscal  1993  results  to  the  following: 

• Revenue  from  government  business  was  down  about  $7.0  million  or 
19%  due  to  the  completion  of  an  Air  Force  contract  in  the  automatic 
test  equipment  area  at  the  end  of  fiscal  1992  which  generated 
revenue  of  $5.6  million  during  that  year. 

• SofTech's  commercial  systems  integrator,  Information  Decisions, 

Inc.  (IDI),  had  a revenue  increase  of  4%  to  $13.0  million.  The 
growth  was  in  part  due  to  a concentration  on  larger  average-size 
sales  transactions. 

Revenue  for  the  three  months  ending  August  31,  1993  was  $10.4 
million,  virtually  the  same  as  the  three  month  period  a year  ago. 

Income  from  continuing  operations  was  $314,000,  compared  to 
$153,000  for  the  same  period  a year  ago.  Improvements  were  achieved 
in  both  government  and  commercial  businesses.  Revenues  from  IDI 
were  up  50%  from  the  prior  year. 
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Approximately  64%  of  SofTech's  fiscal  1993  revenue  was  derived  from 
services  provided  to  the  federal  government,  either  by  prime  contract 
or  subcontract  and  36%  from  commercial  clients.  The  majority  of 
government  revenue  was  derived  from  DoD  agencies.  A three-year 
summary  of  source  of  revenue  follows: 


SOFTECH,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

ITEM 

5/93 

5/92 

5/91 

Federal  government 

64% 

70% 

71% 

Commercial 

36% 

30% 

29% 

TOTAL 

100% 

100% 

100% 

Market 

Financials 


INPUT  estimates  approximately  59%  of  SofTech's  fiscal  1993  revenue 
was  from  systems  engineering  and  integration  activities,  38%  from 
professional  services,  and  the  remaining  3%  from  software  licenses, 
royalties,  and  maintenance  fees.  A three-year  summary  of  source  of 
revenue  by  business  area  follows: 


SOFTECH,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/93 

5/92 

5/91 

SERVICE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems  engineering  and 
integration 

$26.9 

59% 

$27.6 

53% 

$26.2 

51% 

Software  development 
systems  and  tools 

10.4 

23% 

10.1 

20% 

7.7 

15% 

Logistics  systems 

5.4 

12% 

6.1 

12% 

5.5 

11% 

Independent  verification 
and  validation 

2.0 

4% 

2.0 

4% 

3.1 

6% 

Automatic  test  equipment 
software 

0.6 

1% 

5.9 

11% 

8.3 

16% 

TOTAL  * 

$45.3 

100% 

$51.7 

100% 

$50.8 

100% 

Differences  due  to  rounding 
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Time  and  material,  and  cost  reimbursement-type  contracts  accounted 
for  77%,  81%,  and  83%  of  SofTech's  contract  revenue  for  fiscal  1993, 
1992,  and  1991,  respectively. 

Geographic 

Markets 

Virtually  100%  of  SofTech's  fiscal  1993  revenue  was  derived  from  the 
U.S.  During  the  year,  revenue  from  foreign  customers  was  $70,000. 

SofTech  currently  has  offices  in  16  sites  across  the  country.  After  the 
sale  of  its  government  operations,  the  company  will  have  7 locations, 
including  its  headquarters  in  Waltham  (MA). 

Operations/ 

Structure 

Through  fiscal  1993,  SofTech  operated  through  three  units  as  follows: 

• Information  Decisions,  Inc.  (IDI),  headquartered  in  Grand  Rapids 
(MI)  with  63  employees,  was  acquired  by  SofTech  in  April  1990.  IDI 
operates  as  a wholly  owned  subsidiary  providing  commercial  systems 
integration  and  value-added  LAN  products  and  services.  IDI  has 
additional  offices  in  Ann  Arbor,  Kalamazoo,  and  Lansing  (MI); 
Austin  and  Houston  (TX);  and  Indianapolis  (IN). 

• The  Open  Systems  Division  (OSD),  based  in  Waltham  (MA),  was 
formed  in  1993  to  assist  the  users  of  medium-size  and  mainframe 
computers  to  downsize  to  open  systems  platforms. 

• The  Government  Group,  whose  operations  are  being  sold  to  CACI, 
provided  systems  engineering  and  integration,  software 
development,  system  verification  and  validation,  system  software 
tools,  command  and  control  applications,  automated  test  equipment, 
reusable  Ada  software,  and  software  methodologies  to  various 
agencies  of  the  U.S.  government.  The  group  has  offices  in 
Alexandria  and  Arlington  (VA);  China  Lake  and  San  Diego  (CA); 
Ogden  (UT);  Colorado  Springs  (CO);  San  Antonio  (TX);  Fairborn 
(OH);  Middletown  (RI);  and  Waltham  (MA). 

Employees 

As  of  May  31,  1993,  SofTech  had  316  full-time  and  23  part-time 
employees,  segmented  as  follows: 

Marketing/sales/customer  support  20 

Engineering  233 

Management  and  administrative  ^86 
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Upon  completion  of  the  sale  of  the  government  business  to  CACI 
approximately  240  SofTech  employees  will  be  transferred  to  CACI  and 
5 headquarters  positions  will  be  eliminated,  leaving  approximately  70 
employees. 


Key  Products 
and  Services 


SofTech's  ongoing  commercial  operations  include  the  following: 
Information  Decisions,  Inc.  (IDI): 

Through  IDI,  SofTech  provides  systems  integration  services  and  is  a 
value-added  reseller  of  local-area  network  and  wide-area  network 
products  and  services.  In  addition,  IDI  sells  and  services  CAD /CAM 
hardware  and  software. 

IDI  is  organized  into  two  groups  as  follows: 


The  Network  Systems  Group  is  a full-service  commercial  systems 
integrator  and  valued-added  reseller  of  local-area  and  wide-area 
computer  networks  consisting  of  workstations,  servers,  and  computer 
networking  operating  systems.  During  fiscal  1993,  sales  and 
marketing  efforts  of  the  group  were  refocused  on  larger  contracts 
with  a higher  value-added  content. 

The  Automated  Engineering  Group  resells  proprietary  CAD 
software  from  Parametric  Technology  Corporation  and  CAD 
workstations. 


IDI  resells  products  from  Sun  Microsystems,  IBM,  Microsoft,  Hewlett- 
Packard,  Compaq,  Gupta,  Parametric  Technologies,  Novell,  Banyan, 
Oracle,  Proteon,  and  others. 

IDI  customers  have  included  Whirlpool,  Amway,  Upjohn,  Gerber, 
Kellogg,  General  Motors,  Electronic  Data  Systems,  National  Bank  of 
Detroit,  University  of  Michigan  Hospital,  the  State  of  Michigan 
Department  of  Agriculture,  and  the  State  of  Michigan  Senate. 

Downsizing: 

The  Open  Systems  Division  offers  customers  an  automated  approach  to 
downsizing  and  converting  their  existing  applicatins  to  run  on  open 
systems  platforms. 

The  division  has  licensed  technology  from  a European  firm,  to  re-host, 
re-engineer,  and  rewrite  COBOL  applications  for  open  systems 
platforms. 
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Discontinued 

Operations 


The  following  sections  describe  the  government  business  operations  of 
SofTech  that  are  being  sold  to  CACI: 

Systems  Engineering  and  Integration: 

SofTech's  Government  Group  has  performed  a range  of  systems 
engineering  and  integration  services  for  the  Naval  Avionics  Center  in 
Indianapolis  (IN).  A major  ongoing  project  involves  the  upgrade  of 
systems  for  the  Navy's  ES-3A  reconnaissance  aircraft.  During  fiscal 
1993,  these  efforts  generated  approximately  $5.1  million  in  revenue. 

During  fiscal  1993,  SofTech  wone  a three-year,  $9.5  million  prime 
contract  to  develop  and  produce  early-warning  detection  devices  for 
Navy  platforms  under  the  Warning  and  Intelligence  Gathering  Sensors 
(WINGS)  program  from  the  Naval  Air  Warfare  Center. 

In  January  1993,  SofTech  was  awarded  a subcontract  by  GTE 
Government  Systems  to  help  the  Joint  Chiefs  of  Staff  in  the  Pentagon 
migrate  to  open  systems  under  the  Joint  Staff  Automation  for  the 
Nineties  (JSAN),  an  eight-year  GTE  project.  The  subcontract  award  to 
SofTech  is  for  an  initial  one-year  term  with  a value  of  $2.2  million  with 
one-year  options  that  extend  over  the  entire  eight-year  project. 

Under  a contract  with  the  Air  Force  Electronic  Combat  Office, 

SofTech  is  developing  a Weapons  Systems  Interaction  Model  (WSIM) 
that  allows  electronic  warfare  designers  to  test  various  alternatives  in  a 
digital  simulation  rather  than  as  fully  developed  prototypes. 

In  July  1993,  as  a subcontractor  to  McDonnell  Douglas,  SofTech  was  on 
the  winning  team  for  the  full-scale  development  of  the  WSIM 
architecture  under  a program  known  as  Joint  Modeling  and  Simulation 
System  (JMASS).  The  value  of  the  contract  to  SofTech  is 
approximately  $4  million  over  three  years. 

Software  Development  Systems  and  Tools: 

SofTech  has  extensive  experience  with  languages  and  compilers, 
software  tools,  and  programming  environments. 

Since  1975,  SofTech  has  been  working  with  all  facets  of  Ada,  the 
standard  DoD  programming  language.  The  company  participated  in 
the  early  studies  that  identified  the  language  requirements. 

In  May  1993,  SofTech  was  one  of  four  prime  contract  winners  under  a 
$200  million  procurement  to  provide  services  to  the  Center  for 
Information  Management  (CIM)  in  the  Defense  Department's  Defense 
Information  Systems  Agency  (DISA).  This  contract  award  builds  upon 
SofTech's  ongoing  work  for  DISA's  software  reuse  efforts.  The  services 
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SofTech  and  its  subcontractors  will  provide  DISA  include  information 
engineering,  software  reuse,  open  systems  migration,  and  technical 
integration  services  with  the  goal  of  enabling  the  federal  government  to 
realize  both  the  benefit  and  cost  savings  of  open  systems  computing. 

During  1993,  SofTech  continued  its  work  on  an  Army  program  to 
develop  RAPID  (Reusable  Ada  Packages  for  Information  System 
Development),  a library  system  that  allows  programmers  to  find, 
evaluate,  and  retrieve  reusable  software  components.  SofTech  is 
developing  the  support  software  for  the  library  and  is  providing  an 
initial  set  of  reusable  components  and  assisting  in  establishing  reuse 
centers  at  various  agencies  of  the  DoD.  The  Army  is  using  RAPID  to 
develop  a personnel  system,  and  the  DoD's  Corporate  Information 
Management  office  has  made  RAPID  the  centerpiece  of  its  reuse 
program.  SofTech  has  developed  a PC-based  version  of  RAPID, 
named  Soft  RM,  that  is  available  for  IBM  and  compatible  PCs. 


During  1993,  SofTech  was  awarded  a $900,000  subcontract  to  perform 
domain  analysis,  including  structured  design,  object  oriented  design, 
and  interactive  reuse-based  analysis  and  design  for  GTE  Government 
Systems.  SofTech  also  delivered  and  installed  its  proprietary  Soft  RM 
product  under  this  contract. 

Under  a separate  contract  with  the  Naval  Ocean  Systems  Center  in  San 
Diego  (CA),  SofTech  is  developing  a Common  APSE  Interface  Set 
(CAIS)  to  provide  system  and  tool  implementers  with  a set  of  standard 
interfaces  to  ensure  portability  of  Ada  tools  as  well  as  application  data 
across  any  CAIS  implementation.  SofTech  expects  this  work  to 
continue  through  fiscal  1994. 


The  Colorado  office  of  SofTech  developed  software  support  tools  for  a 
digital  signal  processing  chip  family  produced  by  a joint  venture 
between  Array  Microsystems  and  Samsung  Electronics  Company. 

Logistics  Systems: 

SofTech  has  performed  numerous  contracts  for  the  Air  Force  Logistics 
Command  (AFLC)  and  the  Defense  Logistics  Agency  to  modernize 
their  logistics  systems. 

• SofTech  has  been  working  as  a subcontractor  to  Litton  Industries  on 
a twelve-year  AFLC  contract  to  develop  the  Reliability  and 
Maintainability  Information  System  (REMIS),  a 24-hour,  fault- 
tolerant,  secure,  distributed  processing  system.  REMIS  will  provide 
information  on  the  maintenance  and  reliability  of  Air  Force 
weapons  systems  and  will  be  used  to  report  mission  readiness,  track 
the  maintenance  history  of  components,  and  plan  spare  parts.' 
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Marketing 
and  Sales 


Alliances 


■ Under  a five-year,  $18  million  AFLC  program  known  as  Information 
Systems  Engineering,  Prototyping,  and  Development  (ISEPD), 
SofTech  has  performed  various  systems  engineering,  logistics 
systems  analysis,  communications  systems  design,  and  related 
services.  This  program  ended  during  fiscal  1993  and  SofTech  was 
among  the  prime  bidders  on  the  follow-on  contract. 

Automatic  Test  Equipment  Software: 

SofTech's  wholly-owned  subsidiary,  AMG  Associates,  Inc.,  designed 
custom  software  systems  and  applications  for  automatic  test  equipment 
(ATE).  Its  primary  contract  was  a five-year  program  awarded  in  1987 
with  the  U.S.  Air  Force  Aeronautical  Systems  Division  to  track  and 
control  the  development  and  modification  of  Modular  Automated  Test 
Equipment  (MATE).  The  original  award  of  $24.8  million  was 
increased  to  approximately  $33.3  million  and  the  period  of 
performance  extended.  In  May  1992,  the  program  was  terminated  for 
the  convenience  of  the  customer. 

Independent  Verification  and  Validation: 

SofTech  has  also  provided  independent  verification  and  validation  of 
software  developed  by  others  for  various  avionic  and  large  weapon 
system  efforts.  SofTech  is  currently  under  contract  to  EER,  Inc.  to 
provide' these  services  to  the  Army  Information  Systems  & Engineering 
Command  (ISEC).  SofTech  was  unsuccessful  in  its  bid  to  win  the 
follow-on  ISEC  contract  in  fiscal  1993. 


Marketing  is  conducted  by  a combination  of  marketing  and  technical 
management  staff  employees. 


SofTech's  IDI  subsidiary  is  a value-added  reseller  for  Sun,  IBM, 
Microsoft,  Hewlett-Packard,  Compaq,  Novell,  Banyan,  Gupta,  Oracle, 
Proteon,  Parametric  Technology,  and  others. 
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SOFTWARE  AG  Americas 


President:  Daniel  F.  Gillis 

11190  Sunrise  Valley  Drive 
Reston,  VA  20191-5424 
Phone:  (703)  860-5050 

Fax:  (703)  391-6975 

Internet:  http://www.sagus.com 
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Status:  Subsidiary 

Parent.  SOFTWARE  AG 

Employees:  750  (12/96) 

Revenue:  $165,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• SOFTWARE  AG  Americas,  a wholly  owned 
subsidiary  of  SOFTWARE  AG,  markets  the 
data  warehouse,  database,  application 
development,  and  Internet/middleware 
products  of  SOFTWARE  AG  to  Fortune  1000 
companies  and  federal,  state,  and  local 
government  agencies. 

• In  November  1996,  SOFTWARE  AG 
introduced  a free  software  developers  toolkit 
for  DCOM  (Distributed  Component  Object 
Model)  for  Solaris  2.5.  This  is  the  first 


cross-platform  implementation  of  DCOM 
available  to  the  developer  community.  This 
preview  is  the  first  deliverable  in 
SOFTWARE  AG’s  collaborative  work  with 
Microsoft  to  extend  DCOM  throughout  the 
enterprise. 

• In  August  1996,  SOFTWARE  AG  released 
iXpress™,  a scalable,  open  Web-enablement 
solution  that  enables  real-time  data  access 
to  enterprise,  business-critical  systems  via 
Web  browsers. 

• In  October  1996,  SOFTWARE  AG 
announced  the  divestiture  of  its  ESPERANT 
Division  to  Speedware  Corporation,  Inc.  of 
Toronto  (Ontario).  SOFTWARE  AG  also 
signed  a distribution  agreement  whereby  it 
retains  the  right  to  sell  and  support 
ESPERANT  to  its  installed  base. 

VA-96 
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• In  June  1996,  SOFTWARE  AG’s  Federal 
Systems  group  and  Computer  Horizons 
Corporation  formed  a strategic  partnership 
to  assist  the  federal  government  in  solving 
its  Year  2000  computing  issues. 

• In  June  1996,  SOFTWARE  AG  Americas 
announced  Natural  LightStorm,  a server 
application  development  software  based  on 
the  company’s  fourth-generation  language, 
NATURAL®. 

• In  May  1996,  Daniel  F.  Gillis  was  named 
President  of  SOFTWARE  AG  Americas, 
succeeding  Michael  J.  King,  who  had  served 
in  the  position  since  1989. 

• In  May  1996,  SOFTWARE  AG  Americas 
opened  a new  branch  office  in  Mexico  City, 
(Mexico). 

Company  Description 

SOFTWARE  AG  Americas  is  a privately  held, 
wholly  owned  subsidiary  of  SOFTWARE  AG 
of  Darmstadt,  Germany. 

• SOFTWARE  AG,  founded  in  1969,  is  one  of 
the  world’s  largest  independent  software 
companies,  with  1995  revenue  of  $552 
million  and  more  than  3,300  employees 
worldwide. 

• SOFTWARE  AG  markets  its  products  and 
services  in  nearly  100  countries  worldwide 
and  has  a base  of  more  than  5,000 
customers. 

• SOFTWARE  AG’s  President  and  CEO  Dr. 
Erwin  W.  Koenigs,  succeeded  Peter  Schnell. 
cofounder  and  head  of  the  corporation,  in 
November  1996. 

In  1972,  SOFTWARE  AG  Americas  was 
formed  as  a private  corporation,  SOFTWARE 
AG  of  North  America,  Inc.  (SAGNA),  to 
market  the  AD  ABAS®  database  management 


system  in  the  U.S.,  developed  by  SOFTWARE 
AG. 

In  1975,  SAGNA  began  its  international 
expansion  with  the  opening  of  affiliates  in 
Canada,  Japan,  Brazil,  and  Argentina. 

In  August  1996,  SOFTWARE  AG  of  North 
America  was  renamed  SOFTWARE  AG 
Americas. 

Organization  and  Structure 

The  SOFTWARE  AG  Americas  organization, 
headquartered  in  Reston  (VA),  encompasses 
all  sales  in  the  U.S.  and  those  of  international 
affiliates,  as  well  as  sales  in  Latin  America, 
Canada,  Japan,  and  Israel. 

In  May  1996,  SOFTWARE  AG  Americas 
opened  a branch  office  in  Mexico  City,  headed 
by  Sylvan  E.  Stephani,  in  order  to  better 
support  the  Mexican  market  through  direct 
operations. 

Sales  representatives  of  the  North  American 
operation  are  located  domestically  in  Reston 
(VA),  Atlanta  (GA),  Braintree  (MA),  Chicago 
(IL),  Dallas  (TX),  Denver  (CO),  Irvine  and 
Sacramento  (CA),  Bloomington  (MN),  Fort  Lee 
(NJ),  Orlando  (FL),  Philadelphia  (PA),  Seattle 
(WA),  and  Puerto  Rico. 

Representatives  are  located  in  Canada  in 
Cambridge,  Ottawa,  and  Toronto  (Ontario), 
Calgary  and  Edmonton  (Alberta),  and 
Montreal  (Quebec). 

Sales  representatives  are  also  located  in 
Mexico  City  and  Monterrey  (Mexico)  and 
Panama  City  (Panama). 

Company  Strategy 

Software  AG  Americas’  mission  statement  is 
as  follows: 
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Software  AG  provides  high-value  solutions  for 
implementing  applications  in  large  scale 
enterprises. 

Financials 

SOFTWARE  AG  America’s  1995  revenue 
reached  $165  million,  a 5%  increase  over 
revenue  the  previous  year.  The  company 
expects  revenue  to  reach  approximately  $176 
million  in  1996. 


SOFTWARE  AG 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

SOFTWARE  AG  America 

Revenue 

$165 

$157 

$149 

$127 

$112 

• Percent  change  from 
previous  year 

5% 

5% 

17% 

13% 

N/A 

SOFTWARE  AG  Worldwide 

Revenue 

$552 

$533 

$510 

$481 

$470 

• Percent  change  from 
previous  year 

4% 

5% 

6% 

2% 

N/A 

A five-year  summary  of  revenue  is  shown 
below. 

Revenue  growth  was  attributed  to  sales 
performances  above  industry  average,  and 
increased  growth  in  professional  and  technical 
services. 


Revenue  Analysis  by  Product/ Service 

Approximately  21%  ($35.5  million)  of 
SOFTWARE  AG  America’s  1995  revenue  was 
derived  from  professional  services,  40%  ($65.3 
million)  from  technical  services,  32%  ($52.5 
million)  from  license  fees,  and  the  remaining 
7%  ($11.7  million)  from  other  sources  (VAR 
revenue,  documentation  revenue,  etc.). 

Market  Financials 

SOFTWARE  AG  products  are  sold  across 
industry  sectors.  The  company  has  clients  in 
the  government,  banking  and  finance, 
transportation,  manufacturing,  distribution, 
energy,  utilities,  insurance,  education,  and 
medical  industries. 


Geographic  Markets 

SOFTWARE  AG  Americas’  1995  revenue  was 
derived  from  geographic  regions  as  follows: 


U.S 86.8% 

Mexico  and  South  America 4.2% 

Canada  2.4% 

Japan 5.4% 

Israel 1-2%. 

100% 


Divestitures 

In  October  1996,  SOFTWARE  AG  sold  its 
ESPERANT  Division  to  Speedware 
Corporation.  Inc.,  retaining  the  right  to  sell 
and  support  the  ESPERANT  product. 
Speedware  is  a Toronto  (Ontario)-based 
vendor  of  Internet  and  client/server  solutions 
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for  rapid  application  development  (RAD)  and 
business  intelligence. 

Employees 

SOFTWARE  AG  Americas  currently  has 
approximately  750  employees. 

Key  Products  and  Services 

SOFTWARE  AG  s product  lines  are  organized 
into  four  major  categories:  management, 
application  development,  distributed 
computing,  and  data  warehousing. 

The  company’s  database  management  and 
application  development  systems  software 
products  run  on  IBM,  IBM-compatible,  and 
DEC  computers  under  a variety  of  operating 
systems. 

Management 

SOFTWARE  AG’s  data  management  family  of 
products  is  designed  for  all  types  of  enterprise 
computing,  including  client/server,  and  for  a 
variety  of  industries,  including 
manufacturing,  finance,  insurance, 
telecommunications,  transportation,  higher 
education,  and  government. 

• ADABAS®  (Adaptable  Data  Base  System), 
developed  in  1969,  is  a database 
management  system  that  supports  multiple 
platforms,  including  MVS,  VSE,  VM,  UNIX, 
Windows  NT,  OpenVMS,  and  Windows  95. 
ADABAS  provides  data  security  and 
replication,  with  support  for  both 
synchronous  and  asynchronous  replication. 

• ADABAS  FASTPATH  optimizes  databases 
and  applications  simultaneously,  reducing 
CPU  consumption  as  well  as  on-line  and 
batch  elapsed  response  times. 

• ADABAS  REVIEW  is  an  on-line,  interactive 
performance  monitoring  and  reporting 
system  that  collects,  summarizes,  and 


displays  information  about  the  use  and  costs 
of  database  and  teleprocessing  applications. 

• ADABAS  SQL  SER\rER  is  an  SQL  interface 
to  ADABAS  for  third-generation  language 
programs.  It  provides  field  access  to  all 
ADABAS  data  structures  (MU/PE),  security 
support,  and  a Web  gateway.  ADABAS  SQL 
SERVER  is  currently  available  on  UNIX, 
VMS,  and  MVS  platforms. 

• ADAPLEX+,  designed  for  an  IBM  or 
compatible  system,  distributes  the  database 
load  across  multiple  units,  allowing  up  to  32 
units  to  access  the  database  simultaneously. 
ADAPLEX+  features  parallel  compression/ 
decompression,  parallel  format  buffer 
translation,  and  parallel  sorting,  retrieval, 
and  searching. 

• ADABAS  DELTA  SAVE,  working  in 
conjunction  with  ADABAS  Online  services, 
reduces  the  volume  of  saved  output 
produced  during  AD  ASA  V utility  processing. 
ADABAS  DELTA  SAVE  performs  save 
operations  more  frequently,  reducing 
database  recovery  time  and  contention  for 
secondary  storage,  and  provides  the  ability 
to  merge  incremental  save  tapes  with  the 
last  full  save  tape. 

• ADABAS  TEXT  RETRIEVAL  provides  text 
and  document  storage  and  retrieval, 
allowing  access  to  both  formatted  and 
unformatted  data  simultaneously.  It 
provides  high-performance  data 
compression,  automatic  recovery, 
independent  management  of  index 
information,  and  integration  within 
anapplication  written  in  NATURAL  or  anv 
3GL  such  as  COBOL  or  PL/1. 

• ADABAS  Bridges  provides  access  to  the 
DL/I,  VSAM,  TOTAL,  and  SESAM 
application  development  environments, 
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without  modification  to  application 
programs. 

• AD  ABAS  ONLINE  SYSTEM  is  an 
interactive  database  analysis  and  control 
facility  for  AD  ABAS,  comprised  of  the 
following: 

- Basic  services — Allows  AD  ABAS  database 
analysis  and  control  and  performs 
functions  comparable  to  the  AD  ABAS 
operator  commands  and  utilities 

- Cache  services — Manages  the  ADABAS 
selectable  units,  ADABAS  CACHE,  and 
components  of  the  ADABAS  ESA  Option 

- ADABAS  DELTA  SAVE  Administration — 
Provides  administration  for  DELTA  SAVE 

- ADABAS  STATISTICS  FACILITY 
Administration — Provides  administration 
for  the  ADABAS  STATISTICS  FACILITY 

- ADABAS  TRIGGERS  Subsystem — 
Provides  the  ability  to  define  attributes  of 
event-driven  procedures 

• ADABAS  D,  introduced  in  1996,  is 
SOFTWARE  AG’s  flagship  relational 
database  management  system  that  requires 
minimal  DBA  involvement  and  no  database 
reorganization.  It  provides  portability 
across  OS/2,  Windows  NT,  and  UNIX  and  is 
NIST-certified  on  all  three  environments. 

Application  Development 
SOFTWARE  AG's  application  engineering 
solutions  are  built  upon  the  company's 
NATURAL®  application  development 
language  and  support  a client/server 
development  environment  across  most 
platforms,  from  mainframes  to  workstations. 

The  application  development  product  line 
provides  support  for  rapid  application 


development  (RAD),  full  life  cycle  computer- 
aided  software  engineering  (CASE),  and  SQL 
access  to  multiple  third-party  RDBMS 
environments. 

• NATURAL  is  a fourth-generation  language 
(4GL)  application  environment  that 
supports  both  procedural  and  event-driven 
programming  techniques.  It  features 
differentiation  between  the  declaration  and 
processing  parts  of  a program,  non- 
procedural instructions,  transparent 
program  development,  and  integration  of  PC 
and  mainframe  via  data  exchange  directly 
from  the  application  program. 

• CONSTRUCT  is  a model-based  code 
generator  that  generates  80%  to  90%  of  the 
application's  code  while  standardizing  and 
controlling  the  application  development 
process.  CONSTRUCT  enables  the 
generation  of  environment-independent 

NATURAL  applications  that  use  PREDICT 
for  the  data  dictionary. 

• NATURAL  LightStorm,  introduced  in  1996, 
is  an  integrated,  repository-based 
development  environment  that  supports  the 
complete  application  development 
environment.  It  enables  the  user  to  build 
event-driven  applications,  managing  the 
creation  of  both  client  and  server 
components  of  applications. 

• NATURAL  SECURITY  provides  centralized 
control  for  access  to  the  NATURAL 
environment,  including  conditions  and  times 
of  use  for  whole  libraries,  individual 
programs  or  functions,  and  data  access. 

• PREDICT  is  an  integrated  data  dictionary 
and  operational  repository  that  documents 
and  supports  technical  design, 
implementation,  and  maintenance  of 
databases  and  applications. 
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Distributed  Computing 

The  ENTIRE®  family,  providing  middleware 
infrastructure  for  distributed  computing, 
simplifies  integration  and  interoperability  in 
an  environment  of  disparate  platforms, 
protocols,  programming  languages,  and 
databases. 

• ENTIRE  BROKER  provides  a set  of 
platform-  and  transport-independent 
communication  services  enabling  a variety 
of  distributed  application  designs  based  on 
messaging  concepts.  It  manages  messages, 
queues,  and  other  communication-related 
resources  for  client/server  and  peer-to-peer 
communications  between  distributed 
processes. 

• ENTIRE  BROKER  SDK  is  a set  of  software 
development  tools  consisting  of  the 
following: 

- RPC  Stub  Generation  allows  the  coding  of 
remote  procedure  calls  between  two 
application  programs  on  separate 
networked  computers. 

- ActiveX  Control  allows  developers  using 
OLE/COM-enabled  application 
development  software  and  Web-enabled 
tools  to  interface  with  back-end 
applications,  databases,  or  services  via  the 
ENTIRE  BROKER  messaging  technology. 

• ENTIRE  BROKER  APPC  provides  the 
Advanced  Communications  Interface  (ACI) 
for  client  and/or  server  application 
development. 

• ENTIRE  ACCESS  enables  applications  to 
work  transparently  with  multiple  relational 
database  management  systems,  including 
Oracle,  Sybase,  CA-Ingres,  Informix,  DB2/x, 
Microsoft  SQL  Server,  AD  ABAS  SQL 
Server,  and  ODBC-compliant  databases  in 


both  client/server  and  single-platform 
environments. 

• ENTIRE  NET- WORK  is  a message-based 
communications  middleware  transport 
service  for  remote  communications  that 
insulates  applications  and  services  from 
dependencies  on  underlying  hardware, 
software,  and  communications  protocols. 

• ENTIRE  CONNECTION  is  a PC-to- 
mainframe  communication  manager. 

• ENTIRE  RUNTIME  is  a set  of  application 
program  interfaces  (APIs)  providing  a range 
of  access  to  the  APIs  of  various  databases 
and  application  servers.  This  middleware 
provides  interfaces  for  OLTP  and  decision 
support  applications,  end-user  query  tools, 
cooperative  processing  applications, 
application  development  tools,  and  other 
software. 

iXpress  is  SOFTW.ARE  AG’s  Internet/intranet 
enablement  technology  that  integrates 
directly  with  Microsoft’s  ISAPI  and  Netscape’s 
NSAPI.  iXpress  is  designed  to  support  high- 
volume,  high-end  business  applications  within 
conventional  Web  server  architectures. 

• iXpress  provides  direct  support  for 
Microsoft’s  Internet  Information  Server 
(IIS),  as  well  as  non-Microsoft  enterprise 
platforms.  iXpress  provides  a direct  link 
between  IIS  and  enterprise  systems  using 
Microsoft’s  ActiveX  or  ODBC. 

• iXpress  provides  links  between  Web  pages 
and  corporate  data  sources  (legacy  and 
relational  databases  and  new  or  existing 
applications),  providing  the  ability  to 
automatically  build  Web  pages  that  respond 
in  real  time  to  requests  from  a Web  browser. 
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• iXpress  components  include: 

- PageManager — A Windows  32-bit 
application  for  the  creation,  management, 
and  control  of  Web  pages 

- PageServer — The  deployment 
environment  that  manages  load  balancing, 
and  ensures  high-performance  throughput 
and  system  reliability 

Data  Warehousing 

Intelligon,  SOFTWARE  AG’s  multi-faceted 
approach  to  data  warehousing,  contains  six 
critical  components  needed  to  successfully 
implement  a data  warehouse:  data 
acquisition,  data  warehouse  administration, 
services  and  support,  education,  business 
analysis  tools,  and  database  management. 

• SourcePoint,  an  administration  tool  for 
automating  information  migration  to  the 
relational-based  Web  and  data  warehouse 
servers,  is  the  core  element  of  SOFTWARE 
AG’s  Intelligon  warehouse  management 
solution. 

- SourcePoint  is  a middleware-based 
product  that  automates  the  management 
and  population  of  data  warehouses,  data 
marts,  and  relational-based  Web  servers 
from  traditional  operational  systems.  It 
provides  parallel  data  acquisition,  reduced 
data  warehouse  management,  a GUI, 
meta  data  interchange,  flexible 
communications  support,  and  open  extract 
server  support. 

- SourcePoint  consists  of  three  components: 

• Administrator — A Microsoft  Windows- 
based  control  mechanism  for  setting  up 
and  scheduling  data  extraction, 
transport,  and  loading  into  the  target 
data  warehouse  or  Web  server 


. Agent — A UNIX-  or  Windows  NT-based 
component  that  coordinates  the  source 
data  extract,  transport,  and  load 
processes 

. Extract  Services — Include  a published 
interface  for  customer  extraction 
programs,  including  NATURAL  and 
third-party  extraction  and 
transformation  products,  such  as 
PASSPORT. 

• PASSPORT,  developed  by  Carleton 

Corporation,  is  part  of  the  total  open  data 
warehouse  solution.  It  is  a comprehensive 
data  extraction  and  transformation  tool  that 
automates  the  process  of  extracting, 
formatting,  and  loading  data  from  source 
production  database  management  systems 
to  target  relational  database  management 
systems. 

- The  Meta  Data  Dictionary  is  the  central 
repository  of  all  technical,  editing,  and 
validation  information  related  to  files  and 
file  data.  PASSPORT  uses  the  contained 
information  to  generate  extract  programs. 

- PASSPORT  provides  a workstation-based 
GUI  development  environment  in  which 
users  specify  source-to-target  data 
mapping,  data  selection,  transformation 
rules,  and  processing  criteria. 

- PASSPORT  allows  for  the  automatic 
generation  of  extract  programs  that  pull 
data  from  traditional  operational 
databases  and  manipulate,  prepare,  and 
transform  it  for  use  in  the  data 
warehouse. 

SOFTWARE  AG  Americas  also  offers  special 
services  and  programs  to  address  specific 
needs,  such  as  Year  2000  compliance. 
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Year  2000  Compliance 

SOFTWARE  AG  offers  Year  2000  compliance 
programs  to  both  federal  and  commercial 
clients. 

• SOFTWARE  AG’s  federal  division,  in  an 
alliance  formed  in  June  1996  with  Computer 
Horizons  Corp.,  offers  a program  to  the 
federal  government  to  assist  in  solving  Year 
2000  computing  issues. 

- The  CHC  Signature  2000™  service 
employs  SOFTWARE  AG’s  methodology 
and  a proprietary  software  toolkit  to  assist 
agencies  in  analyzing,  planning,  and 
implementing  a comprehensive  Year  2000 
strategy. 

- The  service  addresses  applications  in 
various  languages  and  environments, 
including  NATURAL  and  COBOL. 

• INSIGHT  Consulting,  a management  and 
technology  consulting  subsidiary  of 
SOFTWARE  AG  Americas,  provides 
INSIGHT  2000,  the  Year  2000  compliance 
program  for  commercial  clients. 

The  INSIGHT  2000  program  uses  a three- 
phased  methodology: 

- Inventory  and  impact  assessment — 
INSIGHT  collects  and  processes  program 
and  database  information  to  develop  a 
mapping  of  all  dates  and  date  functions  in 
order  to  determine  the  extent  of  the 
problem.  Alternative  strategies  for 
resolving  the  problem  are  identified. 

- Analysis — During  the  analysis  phase,  a 
detailed  strategy  and  implementation  plan 
is  developed  that  encompasses  business 
analysis,  a technical  evaluation,  and  tool 
recommendations. 


- Implementation — INSIGHT  consultants 
work  with  the  organization  to  implement 
the  plan  developed  during  the  analysis 
phase. 

Services  and  Support 

SOFTWARE  AG  Americas  offers  a range  of 
value-added  professional  services,  education, 
and  product  support  for  its  clients  as  follows: 

• Professional  services — Including 
customization  and  performance  analysis  of 
existing  applications,  as  well  as  needs 
analysis,  requirements  definition,  systems 
design,  creation,  coding,  and  documentation 
of  new  applications 

• Education  services — Offering  customized 
training  on  all  core  SOFTWARE  AG 
products.  Training  classes  are  offered  on 
site  and  on  an  individualized,  classroom, 
computer,  or  self-study  basis. 

• Customer  support — Offered  through  the 
Customer  Service  Support  Center  (CSSC), 
which  provides  a range  of  services  from 
telephone  and  on-line  support  to  on-site 
assistance.  The  CSSC  provides  general 
product  assistance  and  answers 
informational  inquiries  about  recovery 
procedures  and  problem  determination  and 
resolution. 

• The  Rightsizing  Center — A computer  facility 
dedicated  to  testing  the  feasibility  of  porting 
applications  and  data  to  new  hardware 
platforms  and  operating  environments.  The 
center  is  used  for  application  and  data 
migration,  conversion  planning,  acceptance 
testing,  and  implementation  assistance. 

Clients 

A sampling  of  SOFTWARE  AG  Americas’ 
clients  includes  US  Air,  NASA,  American 
Express,  Citibank,  S.C.  Johnson  Wax,  Quaker 
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Oats,  the  State  of  California,  Weyerhauser, 
Tandy,  Sprint,  and  Brown  University. 

Marketing  and  Sales 

SOFTWARE  AG  Americas  markets  the 
company’s  products  through  direct  sales, 
telesales,  indirect  channels,  third-party 
alliances  (such  as  those  with  Andersen 
Consulting  and  KPMG  Peat  Marwick),  an<^ 
industry  partners  (such  as  Digital  Equipnie11 
and  SAP). 

Alliances 

SOFTWARE  AG  Americas  has  established 
partnerships  and  alliances  with  many 
companies,  including  Microsoft  Corporation, 
SAP,  Hewlett-Packard,  IBM,  Digital 
Equipment  Corporation,  NCR,  MicroStrateg}  • 
Andersen  Consulting,  KPMG,  Carleton,  P1^’0 
Waterhouse,  and  Sun  Microsystems,  Inc. 

Recent  alliances  and  agreements  include  the 
following: 

• In  November  1996,  SOFTWARE  AG 
Americas  and  Sybase,  Inc.  announced  plaiu 
to  jointly  provide  DCOM-based  solutions. 

• In  November  1996,  SOFTWARE  AG 
Americas  and  Mainsoft  announced  an 
alliance  whereby  the  companies  will 
collaborate  in  delivering  a unified  DCOM 
infrastructure. 

• In  October  1996,  in  conjunction  with  the 
divestiture  of  its  ESPERANT  Division, 
SOFTWARE  AG  signed  a distribution 
agreement  with  Speedware  Corporation, 
Inc.  of  Toronto  (Ontario). 

- Under  the  terms  of  the  agreement, 
SOFTWARE  AG  will  continue  to  sell  and 
support  ESPERANT  within  its  existing 
customer  base. 


- The  company  also  has  a nonexclusive 
agreement  to  sell  the  product  to  new 
customers. 

- The  two  companies  have  also  agreed  to 
jointly  deliver  ESPERANT  s next  version, 
release  4.0,  in  December  1996. 

• In  June  1996,  SOFTWARE  AG’s  Federal 
Systems  group  and  Computer  Horizons 
Corporation  formed  a strategic  partnership 
to  assist  the  federal  government  in  solving 
its  Year  2000  computing  issues.  The  joint 
offering  uses  Computer  Horizons’  Signature 
2000  solution  and  is  available  for  purchase 
through  SOFTWARE  AG’s  GSA  schedule. 

Competition 

SOFTWARE  AG’s  major  competitors  include 

Oracle,  Sybase,  Informix,  IBM,  and  Platinum 

Technology,  Inc. 

Assessment 

SOFTWARE  AG  Americas  feels  that  its 

strengths  include: 

• The  company’s  25+  years  in  providing 
enterprise-wide,  mission-critical  solutions 

• Strong  technical  support  worldwide 

• Strong  professional  services  offerings 

Challenges  facing  the  company  in  the  coming 

year  include: 

• Increasing  market  share  of  successful  new 
products 

• Migrating  to  a “solutions  provider”  approach 
in  1997 

• Helping  clients  solve  Year  2000  issues 
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Parent  Company 

SOFTWARE  AG 
Uhlandstrasse  12 
D-64297  Darmstadt 
Darmstadt,  Germany 
Tel:  49-6151-920 
Revenue:  $552,000,000 
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Software  Publishing  Corporation 


President  & CEO:  Irfan  Salim 

3165  Kifer  Road 

P.O.  Box  54983 

Santa  Clara  CA  95056-0983 

Phone:  (408)  986-8000 

Fax:  (408)  450-7924 


Status:  Public 

Employees:  250  (9/94) 

Revenue,  9 mo.  ending  6/30/94:  $47,031 ,000 

Revenue,  FYE  9/30/93:  $ 104,360,000 


Key  Points 

• Software  Publishing  Corporation  is  an 
international  supplier  of  business  productivity 
software  for  IBM  PC  and  compatible  systems. 
The  company’s  flagship  product  is  the  Harvard 
Graphics®  line  of  presentation  products,  which 
contributed  83%  to  total  revenue  in  fiscal  1993. 

• Revenue  declines  of  33%  during  fiscal  1993 
were  attributed  to  the  continuing  effects  of 
intense  competition — including  the  sharp  fall  in 
software  prices — in  the  Windows  market  and  a 
declining  DOS  market.  In  addition,  the  practice 


by  other  vendors  of  bundling  software  into 
product  “suites”  at  reduced  prices  has 
negatively  impacted  Software  Publishing’s  sales 
due  to  its  lack  of  a broad  product  line. 

• Because  of  severe  competition  and  continuing 
declining  revenues,  Software  Publishing  has 
implemented  two  restructuring  programs  within 
the  past  year.  The  first,  in  the  fourth  quarter  of 
fiscal  1993,  resulted  in  a 21%  reduction  of  the 
work  force,  the  closure  of  several  offices  and 
restructuring  charges  of  nearly  $ 1 8 million. 

The  second,  begun  in  the  second  quarter  of 
fiscal  1994,  centralized  all  the  company’s 
research  and  development  activities  at  the 
company’s  headquarters  in  Santa  Clara, 
consolidated  sales  and  customer  support 
organizations  and  discontinued  future 
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development  of  the  Superbase®  relational 
database,  resulting  in  an  eventual  work  force 
reduction  of  50%  to  approximately  240 
employees  worldwide. 

• As  part  of  the  restructuring,  during  the  third 
quarter  of  fiscal  1994  Software  Publishing  sold 
off  its  Madison  (WI)  customer  support  center 
and  its  Superbase  relational  database  product 
line. 

Company  Description 

Software  Publishing  is  an  international  supplier  of 
business  productivity  software  for  the  IBM 
personal  computer  and  compatibles. 

The  company’s  current  focus  is  on  visual  analysis 
and  communications  applications  provided 
through  the  following  product  lines: 

• Visual  analysis  and  communications 
products — Harvard  Graphics  (DOS  and 
Windows),  Harvard  ChartXL  and  Harvard 
Spotlight™ 

• Word  processing  and  other 

products — Professional  Write®,  Professional 
Write®  PLUS  and  Professional  File® 

Organization  and  Structure 

In  early  1994,  Software  Publishing  implemented  a 
worldwide  business  realignment  to  address  the 
changing  market  dynamics  of  the  application 
software  industry. 

• A new,  consolidated  North  American  sales  and 
service  organization  is  headed  by  Vice 
President,  Bob  Iguchi.  Sales  offices  are  in 
Dallas  (TX),  Fairfax  (VA),  Rosemont  (IL)  and 
Markham  (Ontario,  Canada). 


• International  market  coverage  is  supported 
through  offices  in  the  U.K.,  Germany  and 
Singapore. 

• Research  and  development  has  been 
consolidated  at  the  company’s  headquarters  in 
Santa  Clara  and  is  managed  by  Vice  President, 
Eagle  Berns. 

Company  Strategy 

Software  Publishing  is  focusing  its  development 
efforts  on  graphical  applications  that  help  users 
communicate  more  effectively. 

• As  part  of  its  new  business  model,  the  company 
plans  to  continue  to  exploit  its  strengths  in  the 
presentation  business,  as  well  as  expand  its 
product  line  with  complementary  applications 
and  move  into  adjointing  categories  with  new 
product  offerings. 

• The  company  intends  to  accomplish  this 
product  line  expansion  through  a combination 
of  internal  development;  efforts  to  partner  with 
other  companies;  through  acquisition  of  new 
products  and  technologies;  and  the  republishing 
of  related  products. 

The  company  has  also  shifted  from  a direct  sales 
effort  to  a new  sales  and  marketing  approach  that 
includes  more  focus  on  outbound  telesales, 
channel  and  retail  activities  and  direct  marketing. 

Financials 

Software  Publishing’s  revenue  for  the  nine 
months  ending  June  30,  1994  was  $47  million, 
compared  to  $89.5  million  for  the  same  period  in 
1993.  Net  losses  for  the  period  were  $8.9 
million,  compared  to  net  income  of  $300,000  for 
the  same  period  a year  ago. 

• Revenue  declines  were  attributed  to  continuing 
reduced  demand  for  DOS  products,  ongoing 
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downward  pressure  on  average  selling  prices 
and  the  anticpated  new  release  of  Harvard 
Graphics  3:0  for  Windows. 


Software  Publishing’s  fiscal  1993  revenue  was 
SI 04.4  million,  a 33%  decrease  from  fiscal  1992 
revenue  of  $156.4  million. 


• Net  losses  for  the  period  include  a restructuring 
charge  of  $7.8  million.  Results  also  include 
other  income  of  $7.7  million  related  to  income 
from  the  sale  of  certain  investment  holdings, 
income  from  an  arbitration  award  and  interest 
income. 


• Net  losses  of  $34.2  million  for  fiscal  1993 
include  $18  million  in  nonrecurring  charges 
associated  with  restructuring  and  lease 
obligations.  Fiscal  1992  results  also  include 
restructuring  and  lease  obligation  charges  of 
$13.2  million. 

• A five-year  financial  summary  follows: 


Software  Publishing  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

, Item 

9/93 

9/92 

9/91 

9/90 

9/89 

Revenue 

$104.4 

$156.4 

$143.1 

$140.6 

$103.5 

• Percent  change  from 
previous  year 

(33%) 

9% 

2% 

36% 

42% 

Income  (loss)  before  taxes  (a) 

$(32.1) 

$0.8 

$(14.9) 

$29.3 

$26.8 

• Percent  change  from 
previous  year 

* 

105% 

(b) 

(151%) 

9% 

9% 

Net  income  (loss) 

$(34.2) 

$0.5 

$(18.1) 

$19.8 

$17.0 

• Percent  change  from 
previous  year 

* 

103% 

(191%) 

16% 

26% 

Earnings  (loss)  per  share 

$(2.81) 

$0.01 

$(1.46) 

$1.59 

$1.40 

• Percent  change  from 
previous  year 

* 

101% 

(192%) 

14% 

22% 

(a)  Includes  provisions  for  restructuring  and  lease  obligations  of  $18.0  million  in  fiscal  1993,  $13.2  million  in 
fiscal  1992,  $2  million  in  fiscal  1991  and  $5.4  million  in  fiscal  1990. 


(b)  Includes  a $25.2  million  charge  for  purchased  research  and  development  related  to  the  acquisition  of 
Precision  Software  Ltd. 


Worldwide  revenues  were  adversely  impacted  in 
fiscal  1 993  by  the  continuing  effects  of  intense 
competition,  including  price  competition,  in  the 
Windows  market.  Results  were  also  attributed  to 
a declining  DOS  market,  as  well  as  the  effect  of 
the  sale  of  suites  of  products  at  reduced  prices 
and  alternative  licensing  programs  offered  by 


Software  Publishing  Corporation 
September  1994 


• Software  Publishing  also  believes  that 
worldwide  revenues  in  the  fourth  quarter  of 
fiscal  1993  were  adversely  impacted  by  a 
customer  base  awaiting  the  release  of  Harvard 
Graphics  Windows  2.0  for  Windows,  which 
was  announced  in  the  third  quarter  of  fiscal 
1993,  but  did  not  ship  until  1994. 
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• Certain  of  the  company’s  competitors  released 
second-generation  versions  of  their  graphics 
products  in  prior  quarters,  which  also 
contributed  to  the  decline. 

North  American  sales  of  Harvard  Graphics  for 
DOS  in  fiscal  1993  declined  49%  from  fiscal 
1992  levels,  primarily  because  of  the  shift  of  users 
to  the  Windows  platform. 

• Net  sales  from  Harvard  Graphics  for  Windows 
increased  14%  in  fiscal  1993  in  North  America. 

• Sales  from  all  products  on  the  Windows 
platform  accounted  for  43%,  26%  and  4%  of 
total  North  America  revenue  in  fiscal  1993, 

1992  and  1991,  respectively. 

• Upgrade  sales  represented  approximately  13%, 
14%  and  1 1%  of  total  North  American  sales  in 
fiscal  1993,  1992  and  1991,  respectively. 

International  markets  were  adversely  affected  by 
poor  economic  conditions,  particularly  in  Central 
Europe,  signficantly  increased  price  competition 
(particularly  in  the  Windows  market),  an  overall 
decline  in  the  DOS  market  and  the  offering  of 
suites  of  products  and  alternative  licensing 
arrangements  by  competitors. 

• Revenue  from  Harvard  Graphics  for  DOS 
declined  internationally  in  fiscal  1993  by  54%. 
Unit  sales  of  Harvard  Graphics  for  Windows 
increased  internationally,  however,  because  of  a 
decline  in  average  selling  prices  and  an  increase 


in  the  percent  of  upgrade  sales,  revenue  from 
Harvard  Graphics  for  Windows  declined  7%  in 
fiscal  1993. 

• The  Harvard  Graphics  products  represented 
82%,  80%  and  89%  of  international  revenue  in 
fiscal  1993,  1992  and  1991,  respectively. 

• Revenue  from  all  products  on  the  Windows 
platform  accounted  for  60%,  47%  and  5%  of 
total  international  revenue  in  fiscal  1993,  1992 
and  1991,  respectively. 

• Revenue  from  upgrade  sales  represented 
approximately  12%,  8%  and  8%  of  total 
international  revenues  in  fiscal  1993,  1992  and 
1991,  respectively. 

Market  Financials 

Software  Publishing  markets  its  software 
products  to  three  principal  types  of  business 
users — the  business  professional,  the  corporate 
management  information  systems  organization 
manager  and  the  corporate  and  individual 
applications  developers.  These  customers  are 
found  in  business,  government  and  educational 
institutions. 

Revenue  Analysis  by  Product/Service 

A three-year  summary  of  source  of  revenue  by 
product/service  follows: 
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Software  Publishing  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/93 

9/92 

9/S 

31 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Harvard  Graphics  presentation 
products 

$86.7 

83% 

$129.8 

83% 

$114.5 

80% 

Superbase  products 

8.3 

8% 

12.5 

8% 

2.8 

2% 

Word  processing  and  other  products 

7.6 

7% 

10.9 

7% 

18.6 

13% 

Other 

1.8 

2% 

3.2 

2% 

7.2 

5% 

Total 

$104.4 

100% 

$156.4 

100% 

$143.1 

100% 

Geographic  Markets 

Approximately  66%  of  fiscal  1993  revenue  was 
derived  from  North  America  and  34%  from 
international  sources. 


Software  Publishing  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/93 

9/92 

9 /« 

31 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America  (a) 

$69.0 

66% 

$98.8 

63% 

$99.3 

69% 

International  (b) 

35.4 

34% 

57.6 

37% 

43.8 

31% 

Total 

$104.4 

100% 

$156.4 

100% 

$143.1 

100% 

(a)  Operating  income  (loss)  for  North  American  operations  was  $(26.8)  million  in  fiscal  1993,  $(10. 1)  million  in 
fiscal  1992  and  $3.3  million  in  fiscal  1991. 


(b)  Operating  income  (loss)  for  International  operations  was  $(7. 1)  million  in  fiscal  1992,  $11.5  million  in  fiscal 
1992  and  $3.5  million  in  fiscal  1991. 


• North  American  revenue  declined  30%  and 
international  revenue  declined  39%  during  fiscal 
1993. 

• A three-year  summary  of  geographic  sources  of 
revenue  follows: 
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Divestitures 

In  May  1994,  Software  Publishing  completed 
the  sale  of  its  Madison  (WI)  customer  support 
center  and  related  assets  to  Softmart,  Inc.  and 
has,  as  a result,  also  outsourced  support  for 
several  of  its  portfolio  products. 

Software  Publishing  has  also  finalized  the  sale 
of  its  Superbase  relational  database  product 
line  to  Computer  Concepts  Corp. 

Employees 

As  of  November  30,  1993,  Software 
Publishing  had  463  full-time  employees  (330  in 
North  America  and  133  international), 
segmented  as  follows: 


Marketing,  sales  and 

customer  support 215 

Product  enhancement  and 

development 158 

Production 14 

General  and  administrative 76 


463 


As  a result  of  the  restructuring  activities 
previously  described,  Software  Publishing  now 
has  approximately  250  employees. 

Key  Products  and  Services 

Software  Publishing  currently  offers  software 
products  for  graphical  presentation  and  word 
processing  applications. 


flagship  presentation  graphics  software 
package.  Key  features  in  Version  3.0  include  a 
new  Advisor  Design  Checker,  pre-designed 
Quick  Presentations™,  Quick  Advice™  and  an 
animation  player. 


Harvard  Graphics  for  DOS  3.08  is  the  latest 
DOS  version  of  its  presentation  graphics 
software. 


Harvard  Spotlight  for  Windows,  shipped  in  the 
third  quarter  of  fiscal  1994,  is  a new  software 
application  that  enables  users  to  deliver  their 
electronic  presentations  more  effectively.  The 
product  is  a complementary  application  to 
leading  Windows-based  presentation  products, 
including  Harvard  Graphics,  Microsoft 
PowerPoint  and  Lotus  Freelance  Graphics. 


Harvard  ChartXL  for  Windows  is  a charting 
application  that  enables  users  to  analyze  and 
communicate  their  critical  data  more 
effectively.  The  product  offers  1 83  unique 
two-  and  three-dimensional  business,  statistical 
and  technical  chart  types,  coupled  with 
powerful  spreadsheet  capabilities  and  “what-if  ’ 
analysis  tools.  The  product  is  a certified 
Microsoft  Office  Compatible  application 
designed  to  complement  existing  core  desktop 
applications. 


Harvard  Draw™  is  a Windows-based 
illustration  program. 


Harvard  Graphics  Presentation  Products 

The  company’s  Harvard  Graphics  line  of 
graphical  presentation  products  are  designed 
to  provide  business  professionals  with  a variety 
of  products  for  analyzing  and  presenting 
information. 


Harvard  Project  Manager  is  a DOS-based 
project  management  program. 

The  Harvard  Graphics  Advisor™  service 
provides  customers  professional  advice  on  the 
preparation,  organization  and  delivery  of  their 
presentations. 


Harvard  Graphics  3.0  for  Windows,  released  in 
July  1994,  is  a new  version  of  the  company’s 
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Word  Processing  and  Other 


Professional  Write — a DOS-based  managerial 
word  processing  package. 

Professional  Write  PLUS — a Windows-based 
document  processor. 

Professional  File — a flat  file  database  manager 
with  a custom  application  generator. 

Customer  Support 

Software  Publishing  provides  free  technical 
support  for  a period  of  30  days  from  the 
clients’  first  phone  call.  After  this  initial  period, 
technical  support  is  available  for  purchase 
under  a variety  of  programs.  The  company 
also  provides  a 90-day  money  back  guarantee. 

Marketing  and  Sales 

Software  Publishing’s  primary  channel  of 
worldwide  distribution  is  through  software 
distributors  and  resellers. 

• Sales  to  resellers  are  made  directly  by 
Software  Publishing,  as  well  as  by 
distributors,  who  purchase  directly  from  the 
company  at  volume  discounts. 

• Principal  distributors  include  Ingram  Micro 
(contributing  21%  to  fiscal  1993  revenue) 
and  Merisel  Computer  Products 
(contributing  16%  to  fiscal  1993  revenue). 

• Software  Publishing’s  principal  reseller  is 
Egghead  Discount  Software  (contributing 
less  that  10%  to  fiscal  1993  revenue). 

• International  sales  are  made  primarily 
through  foreign  sales  subsidiaries  to 
distributors  and  resellers. 


Alliances 

Software  Publishing  has  an  agreement  to 
license  Stanford  CHART,  an  advanced 
business,  statistical  and  technical  charting 
technology,  from  Visual  Numerics,  Inc.  The 
product  is  marketed  as  Harvard  ChartXL. 

Competitors 

Software  Publishing’s  primary  competitors 
include  Lotus  Development  and  Microsoft. 

INPUT  Assessment 

Software  Publishing’s  strengths  include  a large 
installed  base  of  Harvard  Graphics  users  and 
strong  distribution  channels.  The  company  has 
also  introduced  a Microsoft  Office  Compatible 
charting  product 

Challenges  for  the  company  include  developing 
new  products  or  aligning  with  other  vendors  to 
offer  a full  suite  of  products,  expanding  the 
range  of  platforms  on  which  its  software  is 
available  and  offering  compatibilty  to  object- 
oriented  standards. 
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Sprint  Corporation 


Chairman  & CEO:  William  T.  Esrey 

President  & COO:  Ronald  T.  LeMay 

2330  Shawnee  Mission  Parkway 
Westwood,  KS  66205 
Phone:  (913)624-3000 

Fax:  (913)624-2256 

Internet:  http://www.sprint.com 


Sprint 


Status:  Public 

Employees:  48,300  (12/95) 

Total  Revenue:  $12,765,100,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• As  one  of  the  nation’s  three  major  long- 
distance companies,  Sprint  designed  and 
built  the  first  and  only  nationwide,  100% 
digital  fiber-optic  network  for  voice,  data, 
and  video  transmissions  in  the  U.S. 

• In  January  1996,  Sprint  announced  the 
launch  of  Global  One,  its  venture  with 
Deutsche  Telekom  and  France  Telecom  that 
will  provide  seamless  global 


telecommunications  services  to  business, 
consumer,  and  carrier  markets  worldwide. 

• Sprint  is  also  a 40%  partner  in  Sprint 
Spectrum  LP,  a partnership  with  Tele- 
communications Inc.,  Comcast  Corporation, 
and  Cox  Communications,  Inc.  to  provide 
wireless  personal  communications  services 
(PCS)  on  a broad  geographic  basis  within 
the  U.S. 

• In  August  1996,  Sprint  announced  plans  for 
a phased  rollout  of  its  consumer  Internet 
access  service,  Sprint  Internet  PassportSM. 

• In  March  1996,  Sprint  spun  off  its  cellular 
and  wireless  communications  services 
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division  to  holders  of  Sprint’s  common  stock. 
These  operations  generated  revenue  of 
$834.4  million  in  1995. 

• In  July  1995,  Sprint  launched  a 
transoceanic  Internet  link  capable  of 
carrying  Internet  traffic  at  speeds  17  times 
faster  than  is  currently  available, 
representing  the  world’s  first  international 
broadband  Internet  service. 

• In  July  1995,  Sprint  announced  the  launch 
of  a global  VSAT  satellite  service  as  an 
alternative  for  secure  digital  networking 
between  the  U.S.  and  Latin  America. 

Company  Description 

Sprint  owns  various  subsidiaries  that  provide 
global  long-distance  voice,  data,  and  video 
products  and  services;  local  telephone  services 
to  more  than  6.8  million  customer  lines  in  19 
states;  telecommunications  equipment;  and 
directory  publishing  services.  Information 
services  provided  by  Sprint  include  network 
services,  network  integration,  and  software 
products. 

Structure  and  Operations 

Sprint’s  current  organization  is  shown  in  the 
exhibit  and  includes  the  following  units: 

• The  Long  Distance  Division,  with  nearly 
$7.28  billion  in  annual  revenues,  provides 
domestic  and  international  voice  and  data 
communications  services.  The  division 
serves  nearly  eight  million  customers  with 
the  only  nationwide  100%  digital,  fiber-optic 
network  in  the  U.S.  It  also  provides  voice 
services  to  100%  of  the  world’s  direct-dial 
countries.  Sprint  also  owns  and  operates 
SprintNet®,  one  of  the  world’s  largest  global 
data  networks,  with  switching  centers  in 
more  than  300  major  cities  in  Europe,  Asia, 
and  Latin  America. 


- Sprint  Business,  based  in  Kansas  City, 
provides  outbound  and  800  services, 
business  communications  services,  data 
services,  calling  card  services,  and 
invoicing  and  reporting  solutions  to 
business,  government,  and  hospitality 
customers.  Units  within  this  group 
include: 

• The  Diversified  Brands  Group,  based  in 
Kansas  City  (MO),  markets  to 
wholesalers  and  resellers  of  long- 
distance services. 

• The  Government  Systems  Division, 
based  in  Herndon  (VA),  focuses  on 
marketing  to  federal,  state,  and  local 
government  agencies,  including 
providing  services  under  Sprint’s  40% 
share  of  the  FTS-2000  contract. 

• The  Hospitality  Management  Group, 
based  in  Honolulu  (HI),  provides  one- 
stop  shopping  to  hotels  and  motels  for 
operator,  long-distance,  800,  facsimile, 
and  data  transmission  services.  It  also 
supports  universities  and  pay  phone 
markets. 

- The  Consumer  Services  Group,  based  in 
Kansas  City  (MO),  services  residential 
customers. 

- Multimedia  and  Strategic  Services,  formed 
in  1993,  is  headquartered  in  Kansas  City 
(MO)  and  integrates  Sprint’s  domestic 
Internet,  messaging,  fax,  audio  and 
videoconferencing,  interactive  800  and  900 
services,  and  voice  response  unit  (VRU)- 
based  technologies. 
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• The  Local  Communications  Division,  with 
annual  revenues  of  $4.72  billion,  includes 
rate-regulated  local  exchange  carriers 
(LECs),  organized  into  four  operating 
groups. 

- These  local  telephone  companies  serve 
more  than  6.9  million  access  lines  in  19 
states,  providing  a range  of 
telecommunications  voice,  video,  and  data 
products  and  services. 

- In  addition  to  furnishing  local  exchange 
services,  Sprint’s  local  communications 
services  companies  provide  intra-LATA 
long-distance  service  and  access  by  other 
carriers  to  Sprint’s  local  exchange 
facilities. 

• Product  Distribution  and  Directory 
Publishing  has  two  units  that  report  to  the 
Local  Telecommunications  Division. 

- Sprint/North  Supply  Company,  based  in 
Industrial  Airport  (KS),  is  a nationwide 
wholesale  distributor  of 
telecommunications,  security/alarm,  and 
electrical  products  from  more  than  1,200 
manufacturers  to  approximately  9,500 
customers.  With  1995  revenue  of  $854 
million,  North  Supply  also  provides 
warehousing  and  physical  distribution 
services  to  several  regional  Bell  holding 
company  subsidiaries. 

- Sprint  Publishing  and  Advertising,  based 
in  Overland  Park  (KS)  with  1995  revenue 
of  $294  million,  publishes  and  markets  324 
white-  and  yellow-page  telephone 
directories  across  20  states.  Sprint 
Publishing  and  Advertising’s 
subsidiary — Sprint  Integrated  Marketing 
Services — offers  database  management, 
market  research,  telemarketing,  direct 
response,  and  fulfillment  services. 


• Sprint  International,  based  in  Reston  (VA), 
provides  voice,  data,  and  videoconferencing, 
along  with  networking,  support,  and 
management  services  to  international  and 
multinational  customers  outside  the  scope  of 
Sprint’s  Global  One  venture. 

Sprint  also  has  a number  of  equity 
investments,  alliances,  and  joint  ventures 
which  are  described  in  the  Alliances  section  of 
this  profile. 

Company  Strategy 

Sprint’s  vision  is  to  deliver  the  industry’s  best 
package  of  integrated  communications 
services — voice,  video,  data,  and  wireless. 

• Sprint  is  seeking  to  expand  its  presence 
beyond  the  local,  long-distance,  and  wireless 
markets  to  the  cable  TV  area  through  its 
joint  venture  with  TCI,  Comcast,  and  Cox. 

- Because  the  cable  systems  of  TCI, 

Comcast,  and  Cox  cover  the  “last  mile”  to 
the  home  or  office  with  broadband 
transmission  capacity,  they  are  a perfect 
complement  to  Sprint’s  nationwide  fiber- 
optic long-distance  network. 

- Sprint  is  already  testing  a new  broadband 
service — Customer  Choice  2000— in  Little 
Rock  (AR).  The  service  delivers  (over  a 
single  line)  Sprint  long  distance,  22 
channels  of  cable  TV,  switched  video,  and 
data  services. 

• Sprint’s  integrated  service  strategy  also 
includes  global  reach  and  wireless 
technology. 

Building  on  its  leadership  in  deploying 
nationwide  long-distance  broadband 
capabilities,  developing  global  voice  and  data 
communications,  modernizing  local  networks 
and  developing  advanced  cellular 
infrastructure,  Sprint’s  divisions  are 
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developing  and  testing  a range  of  multimedia 
applications  and  related  support  services  for 
their  respective  markets. 

• These  applications  range  from  telemedicine, 
distance  learning,  and  computer-assisted 
engineering  to  home  shopping,  home 
banking,  movies  on  demand, 
videoconferencing,  interactive  "800"  number 
services,  transaction  processing,  high-speed 
global  data  transmission,  and  wireless  data 
and  personal  communications  services. 

The  Long  Distance  Division’s  key  strategies 
are  to: 

• Focus  resources  on  key  markets — pursuing 
the  opportunity  to  reach  millions  of 
additional  customers  through  Sprint’s  new 
cable  venture,  expanding  Sprint’s  brand 
recognition,  and  positioning  for  the  future 
by  anticipating  regulatory  and  competitive 
changes 

• Accelerate  revenue  while  improving 
operating  income  growth — implementing  an 
advanced  broadband  infrastructure  that 
improves  efficiency,  reduces  costs,  and 
enhances  business  process  improvement  and 
offering  reliable  services 

• Capitalize  on  worldwide  service 
offerings — growing  international  markets 
through  strategic  alliances  and  expansion  of 
Sprint’s  global  network  facilities. 

The  Local  Telecommunications  Division’s  key 
strategies  are  to: 

• Accelerate  operating  income  growth  and 
improve  cost  efficiency — improving 
operating  efficiencies  through  continued 
process  improvement,  selective 


organizational  streamlining,  and 
information  systems  enhancements,  with 
increased  emphasis  on  marketing 
nonregulated,  value-added  products  and 
services 

• Further  enhance  network 
technologies — deploying  technologies  to 
meet  emerging  demand  for  advanced 
broadband  services 

• Seek  regulatory  and  legislative 
changes — encouraging  progressive  public 
policies 

Sprint/North  Supply  strategies  include 
increasing  operating  income  and  emphasizing 
high-margin  products  while  concentrating  on 
customer  service,  process  improvement,  and 
solution  selling  to  position  itself  as  the 
industry’s  leading  distributor. 

Directory  publishing  strategies  include 
improving  customer  satisfaction, 
implementing  a market-focused,  value-based 
pricing  strategy,  growing  the  core  business 
while  investigating  alternatives  for  Yellow 
Pages  delivery,  and  continuing  to  automate 
and  integrate  sales,  graphics,  and  production 
functions. 

Financials 

Sprint’s  total  1995  revenue  reached  $12.76 
billion,  a 6%  increase  over  1994  revenue  of 
$11.99  billion. 

In  the  five-year  summary  on  the  following 
page,  financials  have  been  restated  to  reflect 
Sprint’s  spin-off  of  its  cellular  and  wireless 
communications  services  division,  which  is 
now  accounted  for  as  a discontinued 
operation. 
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Sprint  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$12,765.1 

$11,986.6 

$10,914.7 

$10,105.7 

$9,697.2 

• Percent  change  from 

previous  year 

6% 

10% 

8% 

4% 

N/A 

Operating  income 

$1,834.3 

$1,690.7 

$1,214.1 

$1,199.8 

$1,186.1 

• Percent  change  from 

(a) 

(a) 

previous  year 

8% 

39% 

1% 

1% 

N/A 

Income  from  continuing  operations 

$946.1 

$899.2 

$517.1 

$550.6 

$530.8 

• Percent  change  from 

previous  year 

5% 

74% 

6% 

4% 

N/A 

Net  income 

$395.3 

$890.7 

$54.9 

$502.8 

520.1 

• Percent  change  from 

(b) 

(c) 

previous  year 

(56%) 

•k 

(89%) 

(3%) 

41% 

Net  earnings  per  share 

$1.12 

$2.55 

$0.15 

$1.48 

$1.55 

• Percent  change  from 

(b) 

(c) 

previous  year 

•k 

(90%) 

(5%) 

40% 

Percent  change  exceeds  1,000%. 

(a)  Includes  merger,  integration,  and  restructuring  costs  of  approximately  $87.6  million  in  1995  and  $292  5 
million  in  1993. 

(b)  Includes  a $565.3  million  ($1.61  per  share)  extraordinary  charge,  net  of  income  tax  benefits  of  $437  million 
related  to  discontinuing  the  application  of  SFAS  No.  71  accounting  principles  fora  competitive  marketplace. 

(c)  Includes  a cumulative  charge  of  $384.2  million  ($1.12  per  share)  for  changes  in  the  method  of  accounting 
for  postretirement  and  postemployment  benefits. 


Revenue  Analysis  by  Product  Line 

Approximately  57%  of  Sprint’s  1995  revenue 
was  derived  from  its  various  long-distance 
communications  services,  37%  from  local 
communications  services,  and  the  remainder 
product  distribution  and  directory  publishing. 

A three-year  summary  of  source  of  revenue  is 
shown  on  the  following  page. 

Sprint’s  two  primary  divisions — long  distance 
and  local  exchange — generated  record  levels  of 
net  operating  revenues  and  improved 
operating  results  in  1995. 


• Long-distance  net  operating  revenues 
increased  7%  in  1995,  following  an  11% 
increase  in  1994  due  to  traffic  volume 
growth  of  7%  and  11%,  respectively. 

- Revenue  growth  was  driven  primarily  by 
strong  performance  in  the  data  services 
market,  which  includes  sales  to  consumer 
on-line  services  and  data  Internet 
connectivity,  transaction  processing  such 
as  credit  card  authorizations  and  check 
guarantees,  data  communication  for 
multinational  corporations,  and  data- 
intensive  applications  such  as  image 
transfer  and  client/server  exchange. 
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Sprint  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

19S 

3 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 
Total 

$ 

Total 

$ 

Total 

$ 

Long  distance  communications 
services 

$7,277.4 

57% 

$6,805.1 

57% 

$6,139.2 

56% 

Local  communications  services 

- Local  Service 

$1,875.7 

15% 

$1,752.3 

15% 

$1,624.3 

15% 

- Network  access 

1,705.8 

13% 

1,598.4 

13% 

1,530.4 

14% 

- Toll  service 

485.4 

4% 

529.3 

4% 

505.3 

5% 

- Other  (a) 

652.5 

5% 

532.8 

5% 

466.0 

4% 

$4,719.4 

37% 

$4,412.8 

37% 

$4,126.0 

38% 

Sprint/North  Supply 

$854.4 

7% 

$829.1 

7% 

$677.2 

6% 

Sprint  Publishing 

$293.6 

2% 

$279.6 

2% 

$268.0 

3% 

(Eliminations) 

$(379.7) 

(3%) 

$(340.0) 

(3%) 

$(295.7) 

(3%) 

Total 

$12,765.1 

100% 

$11,986.6 

100% 

$10,914.7 

100% 

(a)  Includes  revenue  from  directory  publishing  fees,  billing  and  collection  services,  and  sales  of 
telecommunications  equipment. 


- Also  contributing  to  this  growth  was  the 
business  market,  which  continued  to 
experience  growth  in  “800”  services  and 
private  line  services,  the  international 
market  (which  reflects  the  division’s 
continuing  efforts  to  target  new 
geographic  markets),  and  the  residential 
market  (which  reflects  the  success  of  the 
Sprint  SenseSM  calling  plan). 

• Local  communications  services  revenues 
increased  7%  both  in  1995  and  1994, 
reflecting  continued  increases  in  the 
number  of  access  lines  served  and  growth 
in  add-on  services,  such  as  custom  calling 
features.  Network  access  revenues, 
derived  from  interexchange  long-distance 


carriers’  use  of  the  local  network  to 
complete  calls,  increased  as  a result  of 
increased  traffic  volumes,  partially  offset 
by  periodic  reductions  in  network  access 
rates  charged. 

• Telecommunication  product  sales  provided 
through  North  Supply  rose  3%  during 
1995,  reflecting  growth  in  sales  to 
nonaffiliates  and  overall  price  increases. 

• Telephone  directory  and  advertising  sales 
rose  5%  during  1995. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 

1996  reached  $6.88  billion,  an  11%  increase 
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over  $6.2  billion  for  the  same  period  in  1995. 
Operating  income  was  $1.9  billion,  up  28% 
from  $905  million  for  the  same  period  a year 
ago. 

Industry  Markets 

Sprint  s customers  include  commercial  and 
government  organizations,  as  well  as 
consumers. 

Geographic  Markets 

Sprint  operates  local  telecommunications 
services  in  Florida,  Illinois,  Indiana, 

Kansas,  Minnesota,  Missouri,  Nebraska, 
Nevada,  New  Jersey,  North  Carolina,  Ohio, 
Oregon,  Pennsylvania,  South  Carolina, 
Tennessee,  Texas,  Virginia,  Washington, 
and  Wyoming. 

International  offices  are  in  Australia, 
Belgium,  Canada,  France,  Germany,  Hong 
Kong,  Israel,  Italy,  Japan,  Korea,  Mexico, 
the  Netherlands,  Norway,  Puerto  Rico, 
Russia,  Spain,  and  the  U.K. 

Acquisitions 

In  1995,  Sprint  acquired  the  assets  of 
SABRE  Healthcare  Information  Services,  a 
unit  of  AMR  Corporation’s  SABRE  Group. 

• SABRE  Healthcare  Information  Services 
developed  software  technology  and 
capabilities  for  community  health 
information  networks,  including  user- 
friendly  computer  terminal  screens  for 
physicians  to  access  patient  information 
and  medical  data  such  as  lab  and 
radiology  results.  The  SABRE  Healthcare 
product  also  includes  an  E-mail  system 
and  software  that  interfaces  with  clinical 
systems. 

• The  operations  of  SABRE  Healthcare  will 
be  merged  into  Sprint’s  newly  formed 
Sprint  Healthcare  Systems,  Inc.,  a 


business  unit  within  the  Local 
Communications  Division  that  is 
dedicated  to  serving  the  health  care 
community  with  advanced 
communications  solutions  to  voice,  data, 
video,  and  systems  integration  needs. 

• Sprint  will  market  its  community  health 
information  and  integrated  delivery 
networks  and  related  products  and 
services  under  the  name  “Navigen.” 

Divestitures 

In  March  1996,  Sprint  completed  the  tax- 
free  spin-off  of  its  cellular  and  wireless 
communiations  services  division  (Cellular) 
to  the  holders  of  Sprint  common  stock.  The 
spin-off  was  approved  due  in  part  to 
divestiture  requirements  imposed  by  the 
FCC  with  respect  to  PCS  licenses  awarded 
to  Sprint  Spectrum. 

• The  spin-off  was  effected  by  distributing  to 
all  holders  of  Sprint  common  stock  at  a 
rate  of  one  share  of  Cellular  common  stock 
for  every  three  shares  of  Sprint  common 
stock. 

• In  connection  with  the  spin-off,  Cellular 
repaid  $1.4  billion  of  intercompany  debt  it 
owed  to  Sprint  and  Sprint  contributed  to 
the  equity  capital  of  Cellular 
approximately  $185  million  of  debt  owed 
by  Cellular  in  excess  of  the  amount  paid. 

• Cellular  now  markets  its  wireless  services 
under  the  360°  Communications  Company 
brand  name  and  is  no  longer  included 
under  the  umbrella  of  the  Sprint  brand 
name. 

• Cellular  generated  revenue  of 
approximately  $834.4  million  in  1995, 
$626.5  million  in  1994,  and  $410.5  million 
in  1993.  Its  operations  are  now  reported 
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as  discontinued  operations  in  Sprint’s 
financial  results. 

In  May  1996,  Sprint  sold  its  international 
voice  service  and  sales  operations  in  France 
and  Germany  to  RSL  Communications. 
Because  of  the  formation  of  Global  One,  the 
venture  with  Deutsche  Telekom  and  France 
Telecom,  Sprint  will  no  longer  maintain 
separate  international  voice  operations  in 
France  and  Germany. 

Employees 

As  of  December  31,  1995,  Sprint  had 
approximately  48,300  employees,  segmented 
as  follows: 


Long  Distance  Division 19,400 

Local  Telecommunications 

Division 26,400 

Product  distribution  and 

directory  publishing 1,700 

Other 800 

48,300 


The  company  currently  has  approximately 
48,400  employees. 

Key  Products  and  Services 

The  following  discussion  will  focus  on  the 
network  services  and  software  systems 
provided  by  Sprint. 

Business  Communications  Solut.io?is 

Sprint  has  packaged  its  business 
communications  services  into  five  Business 
Communications  Solutions — Business 
SenseSM  and  The  Most  for  Business™  for 
smaller  businesses  with  basic 
communications  needs;  Real  Solutions™  and 
Sprint  Clarity®  for  larger  businesses  with 
more  complicated  requirements;  and  Sprint 
Premiere™  for  the  largest  businesses  with 
sophisticated  networking  requirements. 

Each  Business  Communications  Solution 


consists  of  strategically  chosen  voice,  data, 
and  video  services. 

Sprint  Premiere  integrates  voice  and 
switched  data  services — VPN  Premiere™, 

800  Premiere™  and  SDS  Premiere™ — onto 
a customized  network,  engineered  to  client 
specifications  to  satisfy  all  voice,  data,  video, 
and  imaging  needs. 

• Sprint  VPN  Premiere,  the  evolution  of 
Sprint’s  original  Virtual  Private  Network 
service,  is  a software-defined  platform  that 
makes  it  possible  to  connect  all  domestic 
and  international  locations  in  a single 
network. 

• International  VPN  extends  VPN 
functionality,  including  its  dialing  plan, 
throughout  the  world,  combining  voice, 
data,  and  ISDN  capabilities  into  a single 
service. 

• Sprint  800  Premiere  supports  custom  800 
service  solutions. 

• Sprint  SDS  Premiere  is  the  next 
generation  of  Sprint  Switched  Data 
Services.  It  features  a software-defined 
platform  making  it  possible  to  easily 
configure  and  reconfigure  clients’ 
networks  on  demand  to  satisfy  dynamic 
bandwidth  requirements  for  digital  data, 
video,  and  imaging  applications. 

Data  Services  and  Systems 
Sprint  owns  and  operates  SprintNet,  the 
global  public  data  network  that  allows 
customers  to  link  host  computers,  terminals, 
workstations,  and  PCs  together  to  perform  a 
range  of  applications. 

• The  network  is  managed  24  hours  a day 
from  Sprint’s  Network  Control  Center  in 
Reston  (VA).  The  center  has  Sprint 
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TPS5000  computers  installed  in  support  of 
SprintNet. 

• SprintNet  has  more  than  330 
international  access  centers  in  more  than 
47  countries  and  more  than  500  centers  in 
the  U.S.  to  allow  for  data  and  voice 
connections. 

• SprintNet  can  be  accessed  via  dial-up, 
dedicated  access  and  on-site  concentrators, 
from  thousands  of  locations  worldwide. 
Connect  options  include: 

- DataCall  Plus®  provides  global  dial-up 
access  to  host  computers,  using  the 
SprintNet  data  network,  for 
asynchronous  and  X.25  applications  up 
to  14.4  kbps.  Optional  CPE  products 
provide  dial-up  access  from  remote  PCs 
to  IBM  hosts  supporting  3270,  5250,  and 
AS/400  PC  support  sessions. 

- DataCallSM  800  provides  personal  800 
access  numbers  to  SprintNet,  with 
access  at  speeds  of  up  to  14.4  kbps  from 
every  local  exchange  in  the  continental 
U.S. 

- Global  Data  Connection  provides  a 
global,  two-way,  high-speed  permanent 
network  connection  at  speeds  up  to  256 
kbps.  The  link  can  be  configured  to 
support  host-to-host  or  terminal-to-host 
connections. 

- Custom  LinkSM  permits  clients  to 
customize  their  own  managed  global 
data  network  services  on  SprintNet 
through  three  options — One-to-One,  for 
point-to-point  connectivity;  All-to-One, 
for  centralized  or  star  networking;  and 
All-to-All  for  meshed  networking. 

- International  X.75  service  is  provided 
through  international  packet  switched 


public  data  networks  operated  by 
telecommunications  administrators 
(PTTs).  Dial  and  dedicated  access  are 
available  in  more  than  100  countries. 
Sprint  provides  a single-vendor  solution 
for  ordering  and  installation  of  service 
and  consolidated  billing.  Direct 
connections  and  collect  or  prepaid  calling 
options  are  also  features  of  the  service. 

• Sprint  has  also  launched  a global  VSAT 
satellite  service  between  the  U.S.  and 
Latin  America.  In  Latin  America,  Sprint 
will  deploy  VSATs  to  branch  office 
locations  which  communicate  with  hub 
earth  stations  owned  and  operated  by 
Sprint  in  the  U.S. 

SprintLink®  is  a wide-area  network  service 
for  users  requiring  TCP/IP  networking, 
support  for  TCP/IP  applications  (such  as 
Telnet,  FTP  and  SMTP)  and  access  to  the 
Internet.  SprintLink  is  available  by 
dedicated  access  from  the  more  than  300 
Sprint  points  of  presence  in  the  U.S. 

Sprint’s  Frame  Relay  solutions  help 
telecommunications  managers  design  and 
support  high-speed,  cost-effective, 
multiprotocol  networks.  Frame  relay 
services  are  available  from  350  U.S. 
locations  and  22  countries  around  the  world 
with  port  speeds  ranging  from  56  kbps  to 
1.536  Mbps. 

Sprint’s  asynchronous  transfer  mode  (ATM) 
service  is  available  with  DS3  (45Mbps) 
access.  ATM  provides  high-speed 
networking  for  customers  with  bandwidth- 
intensive applications  such  as  remote  host 
connectivity,  desktop  videoconferencing,  and 
three-dimensional  imaging.  Sprint’s  ATM 
service  supports  the  transport  of  both  data 
and  video  with  flexible  usage-sensitive  and 
flat-rate  pricing  packages. 
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Sprint  is  a leading  provider  of  private  data 
network  solutions,  with  an  installed  base  of 
more  than  225  private  data  networks  (more 
than  50  of  which  were  designed  and  built  to 
the  exact  standards  of  public  data  networks 
offered  by  PTTs  and  value-added  network 
service  providers).  These  networks 
incorporate  Sprint’s  line  of  Telenet® 
communications  equipment,  now  known  as 
the  Alcatel  Data  Networks  1 100TPX  family; 
switching  products,  featuring  the  Alcatel 
Data  Network  1100TPX  Switch;  bandwidth 
management  products;  and  network 
management  products. 

For  hybrid  networks,  Sprint  can  provide  all 
customer  premises  equipment  (CPE),  plus 
provisioning,  installation,  and  maintenance 
of  the  CPE,  with  end-to-end  network 
management.  CPE  products  include 
protocol  conversion,  terminal  concentration, 
switching,  channel  banks,  channel  service 
units,  data  service  units,  terminal  interface 
units,  and  modems. 

Sprint  Managed  Network  Service  provides  a 
global  LAN/WAN  internetworking  solution 
for  linking  geographically  remote  LANs 
across  Sprint’s  Frame  Relay,  SprintNet 
X.25,  and  Clearline®  Private  Line  services, 
including  network  design,  installation, 
configuration,  management,  and 
maintenance  services. 

Clearline  Private  Line  services  provide 
unlimited  line  availability  between  locations 
24  hours  a day,  at  a flat  monthly  rate. 
Services  are  provided  over  Sprint’s 
nationwide  all-digital  fiber-optic  network 
and  Digital  Cross  Connect  Systems  for 
centralized,  remote  monitoring. 

• Clearline  45  (U.S.  only)  is  a fully  digital, 
high-capacity  circuit  that  transmits  voice, 
data  and  video  at  the  North  American 
standard  of  44.736  Mbps  and  is  specially 


suited  for  large-volume,  high-speed 
transmission  at  a competitive  rate. 

• Clearline  1.5  (U.S.  and  international)  is  a 
fully  digital,  high-capacity  circuit 
transmitted  at  the  North  American 
standard  of  1.544  Mbps  for  transmitting 
voice,  data,  video,  electronic  mail, 
facsimile,  and  other  services  using 
digitally  encoded  signals  simultaneously. 

• Clearline  Fractional  1.5  (U.S.  and 
international)  is  an  application-specific, 
banded  speed,  dedicated  digital  service 
providing  from  112  to  1,472  kbps  of  usable 
bandwidth  for  applications  such  as 
medical  diagnostic  imaging  and  high- 
resolution  fax  and  video  presentations.  It 
is  an  economical  alternative  to  Tl. 

• Clearline  2.0  (international)  is  a dedicated 
digital  circuit  that  conforms  to  the  CCITT 
standard  transmission  of  2.048  Mbps. 
Voice,  data,  and  video  services  can  be 
combined  over  30  channels  of  available 
bandwidth.  The  service  is  suited  for 
international  bulk  data  transfers  and 
high-speed  data  requirements. 

• Clearline  Fractional  2.0  (international)  is 
a high-capacity,  dedicated  digital  service 
transmitted  at  1.024  Mbps  and  offered  as 
a single  unchannelized  circuit. 

• Clearline  Digital  Data  Service  (U.S.  and 
international)  is  a single,  end-to-end,  all- 
digital  dedicated  circuit  that  supports 
synchronous  data  transmission  at  speeds 
of  2.4,  4.8,  9.6,  56  and  64  kbps  in  the  U.S. 
for  point-to-point  and  multipoint 
applications.  Internationally,  service  is 
transmitted  synchronously  at  the  North 
American  standard  of  56  kbps  for  point-to- 
point  applications.  The  service  provides 
superior  transmission  quality  and 
accuracy  and  is  suited  to  bulk  data 
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transfer,  video,  and  interactive 
transactions. 

• Clearline  Clear  Channel  64  (International) 
is  a dedicated,  single-channel  service. 

• Clearline  Voiceband  (U.S.)  is  a single,  4 
Khz  voiceband  circuit  operating  digitally 
through  the  Sprint  fiber-optic  network. 

Sprint  Switched  Data  Services  (SDS) 
provide  access  to  56  kbps,  112  kbps,  384 
kbps  or  greater  amounts  of  digital 
bandwidths  for  intensive  data  networking 
applications.  Access  to  SDS  is  via  local 
exchange  carrier  dial-up  to  the  Sprint 
network  or  through  T1  access.  Applications 
supported  include  LAN  internetworking, 
remote  LAN  access,  videoconferencing,  and 
electronic  imaging. 

TranXactSM  is  Sprint’s  transaction  network 
service  that  uses  a dedicated  transaction 
network.  It  is  effective  for  all  types  of 
transmissions,  ranging  from  credit  card 
authorizations,  check  guarantees  and  lottery 
processing  to  the  disbursement  of  health 
care  benefits  and  electronic  benefits  transfer 
of  welfare,  food  stamps,  and  other  social 
benefits. 

Global  One  SolutionSM  is  a value-added 
service  that  provides  a single  point  of 
contact  for  the  management  of  international 
Clearline  private  lines. 

Sprint  Integrated  Access  capabilities  allow 
users  to  select  the  most  cost-effective 
access/service  combination  for  each 
application.  All  services  and  applications 
can  be  combined  on  a Tl  facility,  including 
integrated  access  to  SprintNet,  frame  relay, 
and  Sprint  Meeting  Channel;  ANI  and  DNIS 
delivery;  two-way  calling;  route  advance  and 
overflow  capabilities;  and  account  and 
authorization  code  delivery. 


Fax  and  Electronic  Messaging  Services 
SprintFAX®  fax  services  permit  broadcast 
distribution  (sending  a fax  to  multiple 
locations)  and  document  retrieval  via  fax 
from  an  800  or  900  number. 

Global  SprintFAX®  is  a worldwide,  store- 
and-forward  fax-to-fax  service  offered  over  a 
dedicated  fax  network. 

SprintMail®  Services  are  a family  of 
electronic  messaging  services. 

• SprintMail  Electronic  Mail  allows  you  to 
send,  receive,  and  file  electronic  messages 
24  hours  a day  from  a terminal,  PC,  or 
communicating  word  processor.  Any  type 
of  data  file  can  be  sent— word  processing, 
spreadsheet,  and  graphic.  Other  features 
include  bulletin  boards,  forms,  and  a 
directory  service. 

• SprintMail  Newsclips  scans  more  than 
6,000  news  stories  a day  from  more  than  a 
dozen  real-time  news  wires  around  the 
world  and  delivers  stories  on  selected 
topics  directly  to  the  user’s  electronic  mail 
box. 

• SprintMail  Fax  allows  messages  to  be  sent 
from  a desktop  PC  or  workstation  to  a fax 
machine. 

• SprintMail  Telex  allows  the  exchange  of 
information  with  domestic  or  international 
telex  subscribers  from  a PC,  word 
processor,  or  data  terminal. 

• SprintMail  Post  delivers  electronically 
input  messages  from  a desktop  PC  as 
high-quality,  laser-printed  mail  in  two 
days  or  less,  anywhere  in  the  continental 
U.S. 

• PC  SprintMail,  PC  SprintMail  for 
Windows,  and  Mac  SprintMail  are  menu- 
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driven  software  packages  that  provide 
direct  access  to  SprintMail  from  a desktop 
PC  and  Macintosh  computer,  respectively. 

• 3780  Host  Batch  and  X.400  access  are  also 
available. 

• Sprint  Message  XChange  expands 
connectivity,  allowing  companies  to 
connect  their  private  electronic  mail 
systems  with  SprintMail  in  their  native 
protocol. 

MultilinkSM  Telex  allows  communication 
with  any  telex  machine  worldwide  on  a 
store-and-forward  or  real-time  basis. 

Sprint  EDI  Services  permit  the  exchange  of 
business  documents  electronically  with 
trading  partners  worldwide. 

Sprint  messaging  systems  are  designed  to 
handle  high-volume,  advanced  applications 
on  a global  scale  and  are  targeted  to  larger 
organizations. 

• Telemail®  System  combines  SprintMail 
messaging  software  with  fault-tolerant 
hardware  to  provide  a customized  system. 

• TPX4000™  System  is  a high-speed,  high- 
capacity  X.400  message  switch  that  can 
link  disparate  mail  systems  within  an 
organization.  It  is  designed  to  work  with 
all  X.400-based  electronic  mail  systems. 

• The  Global  SprintFAX®  System  includes 
fault-tolerant  mainframe  host  document 
storage  and  routing  and  a fax  server  to 
interface  with  users. 

• The  Sprint  EDI  System  expedites  daily 
business  transactions  with  trading 
partners  and  supports  multiple  worldwide 
EDI  standards,  communications  protocols, 
and  access  methods. 


Multimedia 

DRUMSSM  is  a wide-area  network  service 
targeted  to  the  entertainment  industry  for 
the  creation  of  films,  commercials,  television 
programs,  and  other  creative  projects. 
DRUMS  enables  creative  professionals  to 
work  and  communicate  on-line,  speeding  the 
planning  and  production  timeline. 

Sprint  Internet  Passport,  announced  in 
August  1996,  is  Sprint’s  consumer  Internet 
access  service. 

Videoconferencing  Services 
Sprint  Video®  is  Sprint’s  single  source  for 
videoconferencing  products  and  services, 
including  network  options,  video  equipment, 
and  project  management.  Support  services 
include  usage  development,  reservations 
software,  maintenance,  and  orientation. 

Kinko’s,  the  nation’s  largest  retail  chain  of 
document  creation  and  reproduction  centers, 
has  linked  with  the  Sprint  data  and 
videoconferencing  network  to  bring  public 
rooms  to  neighborhoods  across  the  country 
for  personal  and  business  meetings. 

Network  Management  Tools 
Insite  PCSM  is  suite  of  Windows-based 
products  for  the  management  of  Sprint 
services  from  a single  PC.  Insite  PC 
manages  circuit-switched  networks, 
Clearline  private  line  services,  and  packet 
networks.  Tools  are  available  for  trouble 
management,  messaging,  security,  and 
accounting. 

Insite  Executive™  is  a workstation-based 
customer-premises  platform  providing 
integrated  management  of  Sprint  Business 
voice,  data,  and  card  services. 

TPS5800™  is  a network  management 
system  for  Sprint’s  X.25  and  frame  relay 
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private  data  networks.  This  UNIX-based 
system  provides  network  control  functions, 
including  configuration  management,  status 
and  diagnostic  monitoring,  fault  recovery, 
and  data  collection. 

Industry -Specific  Solutions 

Sprint  also  offers  individualized  service 
packages  tailored  to  specific  markets  as 
follows: 

• SIGN®  (State  Interconnected  Government 
Network)  links  state  governments  and 
universities  nationwide  through  a 
software-defined,  multistate  network. 
Member  institutions  benefit  by  integrating 
voice,  data,  and  video  services  over  digital 
telephone  lines,  at  voice  rates.  Services 
include  ATM,  frame  relay,  and  SprintLink. 

• TekNet®,  introduced  in  July  1995,  is  a 
network  that  integrates  video,  voice,  and 
data  functions  into  a single  broadband 
package,  resolving  the  multimedia  needs 
of  educational  institutions. 

• University  Connection®  offers  on-net 
connectivity  to  colleges  and  universities 
and  is  tailored  to  meet  the  needs  of 
students,  faculty,  and  administration  at 
any  state  or  private  campus  in  the  U.S. 
Applications  range  from  videoconferencing 
to  Internet  connectivity  via  SprintLink. 

• Collegiate  Connection®  provides  operator 
services  and  student-resale  services  to 
colleges  and  universities. 

• HANDS®  (HealthCare  Applications 
Network  Delivery  System)  offers  voice, 
data,  image  and  video  communications  via 
high-speed  digital  telephone  lines  at  voice 
rates  to  medical  practices. 

• The  Hospitality  Connection™  is  a single- 
vendor solution  for  the  hospitality 


industry.  Services  include  direct  dial,  800, 
operator  services,  data,  and  customer 
premise  equipment. 

• Sprint  PublicFON™  combines  operator 
service  and  global  international  service 
from  public  payphones. 

Other 

Sprint’s  Government  Systems  Division 
(which  reports  to  the  Long  Distance 
Division)  provides  a range  of  voice,  data  and 
video  services  to  more  than  34  federal 
government  agencies  under  the  FTS-2000 
contract,  and  to  other  government  agencies 
through  more  than  200  non-FTS-2000 
contracts. 

• Sprint  provides  40%  of  the  FTS-2000 
network. 

• During  1995,  Sprint  was  awarded  a $100 
million  contract  to  provide  advanced  data 
services  for  the  U.S.  Postal  Service. 

• In  June  1996,  Sprint  received  a contract 
modification  valued  at  $6  million  to 
provide  NASA  with  advanced  network 
integration  and  transport  services 

• Sprint  also  has  agreements  to  provide 
data  networks  for  the  U.S.  Geological 
Survey  and  the  Air  Force’s  NEXRAD 
weather  tracking  system. 

Sprint  TELECENTERs,  a subsidiary  of 
Sprint’s  Local  Telecommunications  Division, 
operates  four  direct  marketing  centers 
nationwide  that  are  capable  of  handling  30 
million  calls  per  year,  providing  inbound 
and  outbound  client  contact  outsource 
services  for  Fortune  500  and  multinational 
firms. 

Sprint  TELECENTERs  also  offers  a global 
Internet  response  service  to  help  business 
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customers  track  and  respond  to  E-mail  leads 
they  receive  via  the  Internet. 

FONVIEW®  is  Sprint’s  PC-based 
telecommunications  management  tool  for 
monitoring  and  analyzing 

telecommunications  expenditures.  A version 
for  Windows  was  released  in  August  1995. 

Contracts 

Recent  contracts  awarded  to  Sprint  include 
the  following: 

• U.K.-based  Glaxo  Wellcome  pic  will  use 
Sprint’s  fully  integrated  voice  and  data 
network  to  streamline  reporting  and 
information  systems  and  connect 
operations  in  more  than  100  countries. 

• Sprint  Healthcare  Systems  is  developing 
applications  to  support  telemedicine, 
teleradiology,  and  other  integrated 
communications  solutions  for  Orlando  s 
Florida  Hospital. 

• Atlanta-based  UPS  is  Global  One’s  first 
corporate  customer.  Sprint  is  upgrading 
and  expanding  the  UPS  communications 
network  and  supporting  its  global  tracking 
system  with  high-speed  frame  relay  data 
services. 

• Sprint  is  providing  home  banking  and 
transaction  services  to  First  Tennessee 
Bank  of  Memphis’  customers. 

• Sprint  is  installing  the  industry’s  first 
community  health  information  network  for 
the  Naples  Community  Hospital  in  Naples 
(FL).  The  network  uses  fast-packet 
technology  and  is  compatible  with  Sprint’s 
HANDS  network,  enabling  a local  network 
to  be  connected  with  other  local  or  regional 
information  networks. 


• In  July  1995,  Sprint  announced  a 
multiyear  agreement  with  General 
Electric  Company  valued  at  several 
hundred  million  dollars  to  provide  a range 
of  services,  including  FONcard  services, 
SprintExpress  customized  operator- 
assisted  calling,  custom 
audioconferencing,  and  laptop  remote  dial- 
in  access  compatible  with  the  Internet. 

• In  April  1995,  Sprint  announced  a 
multimillion-dollar  contract  with  Vietnam 
Posts  and  Telecommunications  to  provide 
a nationwide  high-speed  data  network  and 
electronic  multimedia  system,  which  will 
interconnect  with  Sprint’s  value-added 
network  and  the  Internet. 

• Sprint/Carolina  Telephone  is  playing  a 
major  role  in  a public/private  partnership 
to  build  one  of  the  world’s  largest  local 
communications  networks — the  North 
Carolina  Information  Highway — which 
will  serve  high  schools,  hospitals,  colleges, 
universities,  and  government  facilities. 

• Dow  Jones  & Co.,  Four  Seasons  Hotels  & 
Resorts,  Hallmark  Cards,  Inc.,  H&R 
Block,  the  Securities  Industry  Association, 
Sunquest  Information  Systems,  and 
TransWorld  Airlines  signed  new  or 
expanded  multimillion-dollar  contracts  for 
Sprint  products  and  services  during  1994. 

Alliances/Ventures 

Sprint  Spectrum  is  a joint  venture  between 
Sprint,  Tele-Communications,  Inc.  (TCI), 
Comcast  Corporation,  and  Cox 
Communications  providing  wireless 
communication  services  within  the  U.S. 

• In  the  first  round  of  broadband  PCS 
license  auctions  by  the  FCC,  Sprint 
Spectrum  and  its  affiliates  won  the  rights 
to  PCS  licenses  in  30  major  trading  areas 
at  a cost  of  $2.2  billion. 
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• It  is  Sprint  Spectrum’s  objective  to  begin 
offering  PCS  service  in  as  many  as  15  to 
20  major  metropolitan  areas  by  December 
1996  and  to  complete  construction  of  the 
remainder  of  its  system  by  December 
1998. 

• Sprint  Spectrum’s  wireless  presence, 
including  Sprint  Spectrum  affiliates,  will 
cover  a population  of  more  than  191 
million  in  the  U.S. 

Sprint  and  IntelliCom  Solutions,  Inc.  have 
agreed  to  jointly  provide  complete  end-to- 
end  telecommunications  and  personal 
conferencing  solutions  to  Sprint  customers, 
including  switched  data  network  services 
(with  ISDN);  personal  conferencing  systems; 
personal  computers  from  various 
manufacturers;  and  integration,  installation 
and  help-desk  support. 

Sprint  and  DiversiFax  are  jointly  marketing 
DiversFax’s  SMART  SUITE  facsimile 
service  to  the  hospitality  industry. 

In  March  1995,  Sprint  and  Eastman  Kodak 
announced  an  alliance  to  create  new  image 
storage  and  distribution  services  that  will 
allow  people  to  share  pictures  and 
documents  over  Sprint’s  network. 

Sprint  is  marketing  Visual  Network’s  frame 
relay  network  management  software  with 
Sprint’s  frame  relay  service. 

Sprint  is  marketing  InterVoice’s  portfolio  of 
interactive  voice  response  products  to  Sprint 
customers. 

In  June  1995,  Sprint  and  Northern  Telecom 
announced  a marketing  agreement  to 
provide  businesses  with  all  the  components 
needed  for  setting  up  and  operating  their 
call  centers  without  up-front  capital 
investment. 


International  alliances  include  the  following: 

• Sprint  is  a partner  in  Global  One,  a joint 
venture  with  France  Telecom  and 
Deutsche  Telekom  that  provides  seamless, 
global  telecommunications  services  to 
business,  consumer,  and  carrier  markets 
worldwide. 

- The  venture  was  consummated  in 
January  1996.  As  part  of  the  agreement 
and  additional  investments  made  after 
the  spin-off  of  Sprint’s  cellular  and 
wireless  operations,  Deutsche  Telekom 
and  France  Telecom  now  each  own 
Sprint  Class  A common  stock  worth 
approximately  10%  of  Sprint’s  voting 
power. 

- The  interests  of  Deutsche  Telekom  and 
France  Telecom  are  held  by  their  own 
joint  venture,  referred  to  as  Atlas. 

- The  operating  group  serving  Europe 
(excluding  Germany  and  France)  is 
owned  one-third  by  Sprint  and  two- 
thirds  by  Atlas. 

- The  operating  group  for  worldwide 
activities  outside  the  U.S.  and  Europe  is 
owned  50%  by  Sprint  and  50%  by  Atlas. 

- Home  country  markets  are  served  by 
Deutsche  Telekom  in  Germany,  France 
Telecom  in  France,  and  Sprint  in  the 
U.S. 

• Sprint  and  Telmex  have  an  agreement  for 
cross-border  services  between  the  U.S.  and 
Mexico,  including  voice,  data,  and  video 
services  such  as  international  virtual 
private  networks,  dedicated  services, 
managed  networks,  and  travelcard 
services. 
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• Sprint  has  formed  a company  in  Poland 
with  R.P.  Telekom  S.A.  to  develop  an 
integrated  broadband  fiber-optic  network 
that  will  provide  local  telephone  and  cable 
television  services  to  Poland’s  Pila  and 
Katowice  districts. 

• Sprint  has  an  alliance  with  Call-Net 
Enterprises  Inc. — Canada’s  largest 
alternative  provider  of  long  distance 
switched  voice  services — and  has  a 25% 
equity  in  Call-Net.  Call-Net’s 
subsidiary — Sprint  Canada  Inc. — provides 
Sprint  business  and  residential  long- 
distance products  and  services  in  Canada. 

• Alcatel  Data  Networks  is  a joint  venture 
between  Sprint  and  Alcatel  N.V.  of  France. 
With  a customer  base  of  more  than  400 
large-scale  networks,  Alcatel  is  a leading 
supplier  of  systems  for  public  and  private 
wide-area  data  networks.  Alcatel  Data 
Networks  manufactures  and  distributes 
public  and  private  wide-area  data 
networks,  including  packet,  frame  relay, 
and  asynchronous  transfer  mode 
technologies. 

Competition 

Sprint’s  Long  Distance  Division  competes 
with  AT&T  and  MCI  in  all  segments  of  the 
long-distance  communications  market. 

The  potential  for  more  direct  competition 
with  Sprint’s  local  exchange  carriers  (LECs) 
is  increasing.  Many  states,  including  most 
of  the  states  in  which  Sprint’s  LECs  operate, 
allow  competitive  entry  into  the  intra-LATA 
long-distance  service  market. 

In  the  network  services  arena,  competitors 
include  MCI,  GEIS,  Infonet,  and  Advantis. 


INPUT  Assessment 

Sprint’s  strengths  include: 

• Superior  network  technology,  including 
the  deployment  of  ATM  and  Sonet 

• Being  a fully  integrated 
telecommunications  carrier  well  positioned 
for  the  convergence  of  the 
telecommunications  industry 

• Offering  a range  of  services,  including 
long-distance,  local,  wireless,  and 
international  services 

• Strong  brand  recognition 

Challenges  over  the  coming  year  include: 

• Planning  for  increased  competition  from 
local  exchange  carriers 

• Continued  integration  and  expansion  of 
the  Sprint  telecommunications  venture 
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Spyglass,  Inc. 


President  & CEO:  Douglas  P.  Colbeth 
1240  E.  Diehl  Road 
Naperville,  IL  60563 
Phone:  (630)  505-1010 

Fax:  (630)  505-4944 

Internet:  http://www.spyglass.com 


S FYG  LAS  S 


Status:  Public 

Employees:  139(7/96) 

Revenue:  $10,350,000 

Fiscal  Year  End:  9/30/95 


Key  Points 

• Spyglass,  Inc.  licenses  World  Wide  Web 
client  and  server  technologies;  the  core  of  its 
embeddable  technologies  is  the  Spyglass 
Web  Client. 

• In  June  1996,  Spyglass  announced  the  first 
customer  shipments  of  the  Spyglass  Web 
Technology  Kit  (WTK),  a collection  of 
technology  components  designed  to  facilitate 
easier  Web  development  for  Spyglass 
customers. 


• Also  in  June  1996,  Spyglass  and  Microware 
Systems  Corp.  announced  a strategic 
alliance  under  which  Microware  would 
license  Spyglass’  WTK  for  incorporation  into 
Microware’s  OS-9  operating  system  to 
address  the  demands  of  the  rapidly 
emerging  Internet  appliance  market. 

• In  April  1996,  Spyglass  acquired  OS 
Technologies  Corp.,  a company  that 
develops  and  licenses  Web  conferencing  and 
forum  technology. 

• Also  in  April  1996,  the  company  acquired 
SurfWatch  Software,  Inc.  a Los  Altos  (CA) 
vendor  of  Internet  filtering  and  parental 
control  software. 

• In  January  1996,  Spyglass  acquired 
Stonehand,  a company  that  strengthened 
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Spyglass’  SGML,  HTML  and  Unicode 
technology  offerings. 

Company  Description 

Spyglass,  Inc.,  founded  in  1990  by  scientists 
from  the  National  Center  for  Supercomputing 
Applications  (NCSA)  at  the  University  of 
Illinois,  created  its  own  Web  browser  based  on 
NCSA  technology  and  is  now  a leading 
supplier  of  Web-enabling  technologies  that  are 
embedded  in  other  companies’  applications. 

From  its  founding  in  1990  until  1994, 

Spyglass  focused  primarily  on  data 
visualization  products  sold  to  the  scientific 
market. 

In  May  1994,  Spyglass  entered  into  an 
agreement  with  the  University  of  Illinois  that 
granted  the  company  the  exclusive  right  to 
develop,  distribute,  and  sublicense  commercial 
products  based  upon  NCSA’s  Mosaic,  the  first 
widely  used  Web  browser. 

Spyglass  introduced  its  commercial  release, 
Spyglass  Mosaic,  in  1994,  and  since  that  time 
the  technology  has  accounted  for  an 
increasing  portion  of  the  company’s  revenues. 

The  company  focuses  primarily  on  providing 
Web  software  to  vendors  and  OEMs  who  can 
build  the  tools  of  the  Spyglass  browser  and 
server  technologies  into  their  own 
applications. 

In  June  1995,  Spyglass  made  an  initial  public 
offering  that  generated  $32.1  million  for  the 
company;  this  was  used  to  build  and  improve 
on  the  company’s  products  and  to  make 
partnerships  and  provide  more  hcenses. 


Organization  and  Structure 

Spyglass  is  headquartered  in  Naperville  (IL). 

The  company  operates  research  and 
development  facilities  in  Champaign  (IL), 
Cambridge  (MA),  and  Los  Altos  (CA),  and 
maintains  regional  sales  offices  in  Cambridge 
(MA),  Morristown  (NJ),  and  San  Ramon  (CA). 

Additionally,  the  company  has  an  Asia/Pacific 
subsidiary,  Spyglass  Asia  Pacific,  located  in 
Hong  Kong. 

Key  executives  are  listed  below: 


Spyglass  Key  Executives 


Name 

Title 

Douglas  P.  Colbeth 

President  & CEO 

Thomas  E Banahan 

VP  Sales 

Tim  Krauskopf 

CTO  & VP  Research  & 
Development 

Thomas  S.  Lewicki 

Controller 

Michael  F.  Tyrrell 

EVP  Business  Development 

Randy  Littleson 

Director  of  Product  Marketing 

Marcus  C.  Miller 

EVP  Marketing 

Company  Strategy 

Spyglass  is  the  leading  provider  of  embedded 
WWW  device-independent  component 
software.  Spyglass  has  more  than  72  high- 
volume  partners  incorporating  its  technology 
in  over  170  different  products  and  services. 

The  company’s  goal  is  to  have  2000  licensing 
partners  by  the  year  2000. 

The  central  element  of  the  company’s  business 
strategy  is  a multichannel  distribution  model 
in  which  Spyglass  provides  scalable, 
adaptable,  modular  Web  technologies  that 
OEMs,  VARs  and  distributors  can  customize 
and  incorporate  into  their  products  and 
services  for  end  users.  As  a result,  the 
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company’s  revenues  arise  primarily  from 
licensing  fees. 

Spyglass  feels  that  this  approach  enables  the 
company  to  leverage  the  development, 
marketing,  and  distribution  expertise  of 
larger  organizations  that  are  strategically 
focused  on  offering  value-added  products  and 
services  for  the  Internet. 

Also,  this  approach  expands  Spyglass’ 
customer  base  because  it  makes  most 
companies  publishing  information  or 
conducting  business  on  the  Web  potential 
customers. 

According  to  Spyglass  management,  the 
company  plans  to  continue  pursuing  this 
strategy  of  licensing  key  technologies  in  the 
following  ways: 

• Maintaining  partnerships  and  renewing 
current  license  agreements 

• Working  with  licensees  who  have  multiyear 
agreements  to  license  new  Spyglass 
technology  offerings 

• Pursuing  new  partnerships  with  companies 
that  could  profit  from  Web-enabling  their 
product  or  service  with  Spyglass  technology 

• Developing  new  technologies  to  maintain  a 
leadership  position  in  the  Internet 
marketplace 

• Making  acquisitions  of  new  technologies 
when  appropriate 


Additionally,  Spyglass  is  positioning  its  Web 
Technology  Kit  as  a means  for  both  systems 
integrators  and  corporate  IS  developers  to 
deploy  Web  browsers  into  programs. 

Financials 

Revenue  for  the  fiscal  year  ending  September 
30,  1995  reached  $10.4  million,  a 185% 
increase  over  $3.6  million  for  the  fiscal  year 
ending  September  30,  1994. 

• Spyglass  management  attributes  this 
increase  in  revenues  primarily  to  $6.9 
million  in  revenues  from  licensing  Spyglass 
Mosaic,  and  to  the  approximately  20%  of 
revenues  for  the  1995  fiscal  year  that  came 
from  a license  for  Spyglass  Mosaic  granted 
to  the  Microsoft  Corporation. 

• During  this  time  period,  sales  and 
marketing  expenses  increased  217%  to  $3.1 
million  because  of  higher  commission  costs, 
staff  additions  in  sales,  marketing,  and 
product  support,  and  increased  salary  and 
benefit  costs  primarily  resulting  from  the 
development  and  distribution  of  Spyglass 
Mosaic. 

• Reseach  and  development  expenses  for  the 
year  increased  249%  to  $2.0  million, 
primarily  due  to  costs  associated  with 
enhancements  to  existing  technologies  and 
new  product  development  of  Spyglass 
Mosaic  and  the  Spyglass  Server. 
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Spyglass,  Inc. 

Three-Year  Financial  Summary 

($  Thousands,  except  per-share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

Revenue 

• Percent  change  from 

$10,350 

$3,629 

$1,375 

previous  year 

185% 

164% 

N/A 

Income  (loss)  before  taxes 
• Percent  change  from 

$3,592 

$856 

$(320) 

previous  year 

320% 

368% 

N/A 

Net  income  (loss) 

• Percent  change  from 

$2,177 

$1,331 

$(320) 

previous  year 

64% 

515% 

N/A 

Earnings  (loss)  per  share 
• Percent  change  from 

$0.25 

$0.08 

$(0.13) 

previous  year 

213% 

162% 

N/A 

Interim  Results 

Revenue  for  the  six  months  ending  March  31, 
1996  reached  $8.9  million,  up  from  $4.7 
million  for  the  same  period  in  1995.  One 
hundred  percent  of  revenue  for  the  six  months 
ending  March  31,  1996  was  from  World  Wide 
Web  technology. 

Net  income  exceeded  $1.6  million,  compared 
to  net  income  of  $567,000  for  the  same  period 
a year  ago. 

Revenue  Analysis  by  Product  / Service 

From  its  founding  until  fiscal  1994,  the 
primary  source  of  Spyglass  revenue  was  the 
company’s  data  visualization  products. 


However,  with  the  introduction  of  Spyglass 
Mosaic  in  the  second  quarter  of  1994,  an 
increasing  percentage  of  revenues  were 
generated  by  licensing  fees  of  that  technology, 
and  Spyglass  has  since  sold  its  data 
visualization  product  line  to  a stockholder. 

Spyglass  is  now  concentrating  its  efforts  on 
World  Wide  Web  technology  licensing,  which 
accounted  for  85%  of  revenues  in  the  fiscal 
year  ending  September  30,  1995. 

A three-year  summary  of  source  of  revenue,  as 
provided  by  Spyglass,  follows: 
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Spyglass,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/5 

33 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

World  Wide  Web  technology 

$8.8 

85% 

1.6 

46% 

— 

" 

Data  visualization  products  (a) 

1.5 

15% 

2.0 

54% 

1.4 

100% 

Total 

$10.3 

100% 

$3.6 

100% 

$1.4 

100% 

(a)  This  product  line  was  sold  during  1995. 


Acquisitions 

Spyglass  made  three  acquisitions  in  1996  to 
improve  the  range  of  technology  options 
available  in  its  client  and  server  embeddable 
technologies. 

• In  February,  Spyglass  acquired  Stonehand 
Inc.,  a Cambridge  (MA)  company  that 
develops  and  licenses  embeddable  text 
formatting  tools  for  applications  and 
systems  software  developers. 

- The  Stonehand  acquisition  provided 
Spyglass  with  a viewing  engine  compatible 
with  Unicode — a technology  that  could  aid 
Spyglass  in  developing  a single,  worldwide 
browser  that  has  double-byte  language 
support. 

- Stonehand’s  viewing  engine  also  has  a 
built-in  SGML  parser,  which  is  useful  for 
detecting  errors  and  provides  Spyglass 
with  the  opportunity  to  develop  SML  and 
DSSSL  support  in  the  future,  should  these 
standards  gain  wider  acceptance. 

- Following  the  acquisition,  Stonehand’s 
Cambridge  operation  became  the  basis  of 
Spyglass’s  new  East  Coast  research  and 
development  facility,  concentrating  on  the 
development  of  text-processing  technology 


that  will  later  be  incorporated  into 
Spyglass  products. 

• In  April,  Spyglass  acquired  OS  Technologies 
a Townsend  (MA)  company  that  develops 
and  licenses  World  Wide  Web  conferencing 
and  forum  technology. 

- OS  Technologies’  principal  product  is 
WebNotes,  a Web-based  forum  (BBS  and 
Conferencing)  system  that  helps  people 
gather  and  exchange  ideas  and 
information  using  the  Web. 

- WebNotes  is  well  suited  for  on-line 
customer  support,  connecting  widely 
scattered  people  within  an  organization, 
and  communicating  effectively  with 
business  prospects  and  partners  and 
general  discussion  groups. 

- With  the  acquisition,  Spyglass  can  now- 
offer  corporations  the  ability  to  conference 
within  an  intranet  or  Internet,  an  option 
the  company  feels  is  something  its 
customers’  prospects  need  in  order  to  fully 
Web  enable  their  applications,  services  or 
devices. 

• Also  in  April,  Spyglass  acquired  SurfWatch 
Software,  Inc.,  a Los  Altos  (CA)  vendor  of 
Internet  filtering  and  parental  control 
software,  for  $12.6  million. 
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- SurfWatch™  was  the  first  company  to 
ship  Internet  software  for  blocking  access 
to  inappropriate  material,  and  licenses  its 
technology  to  the  on-line  services  industry. 

- Spyglass  will  add  the  SurfWatch  filtering 
technology  to  the  WTKs.  The  SurfWatch 
technology  is  complementary  to  Spyglass’ 
approach  to  the  Internet  marketplace 
because  the  technology  has  potential 
enterprise  applications  beyond  parental 
control. 

Divestitures 

During  the  1995  fiscal  year,  Spyglass  sold  its 
data  visualization  product  line  to  a 
shareholder. 

Employees 

As  of  September  30,  1995,  Spyglass  had  73 
employees,  segmented  as  follows: 


Marketing  and  sales 17 

Customer  support 4 

Research  and  development 41 

Finance  and  administration JJ_ 

73 


The  company  currently  has  139  employees. 

Key  Products  and  Services 

Spyglass  creates  Web-based  products  and 
technologies  that  can  be  used  in  a variety  of 
applications  and  across  multiple  platforms. 

Spyglass  Web  Technology  Kit  (WTK)  and 
Server  Software  Development  Kit  (SDK) 

In  1996,  Spyglass  unveiled  the  Spyglass  Web 
Technology  Kit  (WTK)  and  the  Spyglass 
Server  Software  Development  Kit  (SDK), 
which  break  the  company’s  client  and  server 
technologies  into  functionally  independent 
components  for  easier  integration  into  exiting 
customer  technologies. 


• The  Spyglass  Web  Technology  Kit  covers 
multiple  platforms  and  allows  the  user  to 
choose  the  components  necessary  for  a 
particular  system;  each  of  the  WTK’s 
component  technologies  can  be  used  alone  or 
a number  of  them  can  be  used  together  to 
build  a solution. 

• The  Client  WTK  is  targeted  at  commercial 
software  developers,  information  services 
developers,  and  information  appliance 
manufacturers.  The  software,  priced  at  $25 
per  client  in  quantities  of  1,000  or  more 
clients,  provides  clients  with  the  ability  to 
build  Web-browser  functionality  into 
existing  applications  one  piece  at  a time. 

• The  Server  Software  Development  Kit 
(SDK)  is  targeted  at  companies  offering 
Web-enabled  applications  and  services. 

SDK  supports  UNIX,  WindowsNT,  and 
Windows  95,  and  starts  at  $75,000, 
including  run-time  licenses  and  support. 

Spyglass  Server 

The  Spyglass  Server  is  a Web  software  server 
for  Windows  NT  and  UNIX  platforms  that 
adheres  to  InternetAVWW  protocols  and 
standards  and  is  built  on  an  open  architecture 
to  accommodate  modular  add-ons,  thus 
allowing  customers  and  technology  partners 
to  incorporate  additional  technologies  into  the 
product. 

Spyglass  customers  incorporate  the  Spyglass 
Server  technology  into  a variety  of  solutions, 
including  personal  desktop  servers  for 
individuals,  corporate  and  departmental 
database  servers  for  disseminating 
information  within  an  organization,  and 
commercial  servers  for  merchants. 
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Spyglass  Mosaic™ 

Spyglass  Mosaic  is  a Web  browser  that 
provides  access  to  the  information  available 
on  the  Internet. 

• Spyglass  Mosaic  is  a component-based 
technology  that  supports  Microsoft 
Windows,  NT,  and  Macintosh  platforms, 
and  allows  Spyglass  company  customers  to 
create  tailored  on-line  solutions. 

• Spyglass  Mosaic  accesses  the  hypertext 
software  links  on  a Web  site  and 
automatically  accesses  the  remote  server 
identified  by  the  link. 

• Spyglass  Mosaic  has  over  30  user- 
controllable  preferences  that  allow  the 
browser  to  be  customized  to  each  user’s 
computer  system  and  computing  needs. 

Geographic  Markets 

Spyglass  derives  70%  of  its  revenue  from  the 
U.S.  market  and  30%  from  international 
markets,  specifically  Asia  and  Europe. 

Clients 

Spyglass  technology  is  licensed  by  over  70 
partners,  including  Computer  Associates  Inc., 
Digital  Equipment  Corp.,  IBM  Corp., 
Microsoft  Corp.,  and  Oracle  Corp. 

Spyglass  technology  has  been  licensed  for  use 
in  over  170  Internet-based  products  and 
services,  including  the  following: 

• Microsoft  uses  Spyglass  technology  inside 
its  Internet  Explorer  Web  browser. 

• Vanguard  built  a branded  on-line  service 
that  lets  401(k)  customers  check  and 
manage  accounts  using  Web  kiosks. 

• JSB  licenses  Spyglass  technology  for  use  in 
the  core  of  INTRAnet  Jazz,  an  intranet 


solution  designed  to  meet  the  specific  needs 
of  the  enterprise. 

• Data  Pro  embedded  Spyglass  server 
technology  into  its  accounting  software, 
enabling  real-time  order  entry  over  the  Web. 

• MicroTouch  builds  Web-enabled  consumer 
information  centers  that  are  used  on  store 
floors,  in  hotel  lobbies,  and  at  trade  shows. 

• TriTeal  Corp.  uses  Spyglass  server 
technology  as  the  basis  for  TEDserver,  its 
enterprise  server  product. 

• EverSystems  Informatica,  a Brazilian 
banking  software  developer,  will  integrate 
Spyglass  WTK  components  in  intranet  and 
Internet  on-line  home  banking  solutions  for 
several  major  banks. 

• Computer  Associates  integrates  a Spyglass 
server  into  every  copy  of  Openlngres/ICE,  a 
program  that  provides  HTML  access  to 
server-  and  host-based  data. 

Marketing  and  Sales 

Spyglass  distributes  Spyglass  Mosaic  and  the 
Spyglass  Server  through  a multichannel 
distribution  network  of  OEMs,  VARs,  and 
distributors  that  incorporate  client  and  server 
technology  into  their  products  and  services. 

Spyglass’  license  arrangements  with  its 
customers  typically  provide  a non-exclusive 
license  to  incorporate  Spyglass’  technology 
into  the  customer’s  products  and  services  and 
distribute  the  Spyglass  technology.  These 
licenses  generally  provide  for  royalties  based 
on  the  number  of  copies  distributed  and 
include  significant  minimum  royalty 
commitments. 

Alliances 

The  majority  of  Spyglass’  relationships  are 
license-based,  and  the  company  labors  to 
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improve  these  relationships  through 
collaborative  product  updating  and 
improvement.  Additionally,  Spyglass  has 
entered  into  partnerships  with  the  following 
organizations: 

• The  National  Center  for  Supercomputing 
Applications  (NCSA)  grants  Spyglass  the 
exclusive  worldwide  right  to  develop, 
distribute,  and  sublicense  commercial 
versions  of  NCSA  Mosaic,  the  Web  browser 
that  was  originally  developed  on  the 
University  of  Illinois  campus.  This 
agreement  provides  for  royalties  based  on 
Spyglass  net  revenues  from  Spyglass  Mosaic 
and  includes  cumulative  minimum  quarterly 
royalties. 

Competition 

In  producing  and  licensing  embeddable 
technologies,  Spyglass’  primary  competition 
comes  from  the  in-house  developers  of  other 
Internet  technology  vendors,  on-line  service 
companies,  Internet  access  providers,  and 
Internet  access  providers. 


INPUT  Assessment 

Spyglass’  strengths  include: 

• Open  standards  and  architecture  of 
products 

• Commitment  to  partnership  with  licensees 

• Relationship  with  Microsoft 

• Continuous  company  profitability  since 
entering  the  Internet  market 

• Management  experience  with  Internet 
technology 

• Platform-  and  device-independent 
technology 

Challenges  in  the  future  include: 

• Ensuring  that  technologies  remain  at  the 
forefront  of  innovation 

• Maintaining  profitability 
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Chairman  & CEO:  Sterling  Williams 
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8080  North  Central  Expressway 
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Dallas,  TX  75206 

Phone:  (214)  891-8600 

Fax:  (214)  739-0535 

Internet:  Http://www.stercomm.com 


STERLING 

COMMERCE 


Status:  Public 

Parent:  Sterling  Software,  Inc. 

Employees:  1,009  (9/95) 

Revenue:  $203,578,000* 

Fiscal  Year  End:  9/30/95 

* Restated 

Key  Points 

• Sterling  Commerce  is  a leading  provider  of 
electronic  data  interchange  (EDI)  and  other 
electronic  commerce  products  and  services 
worldwide. 

• Sterling  Commerce  was  formed  in  December 

1995  as  a subsidiary  to  hold  the  businesses 


of  Sterling  Software’s  Electronic  Commerce 
Group. 

• In  February  1996,  Sterling  announced  an 
initial  public  offering  of  approximately  16% 
of  Sterling  Commerce,  representing 
approximately  12  million  shares  of  common 
stock. 

• During  fiscal  1995,  Sterling  acquired 
MAXXUS,  Inc.,  a leading  provider  of  PC- 
based  cash  management  software, 
expanding  the  company’s  bank  customer 
base  and  extending  its  electronic  commerce 
offerings  to  include  products  and  services  for 
small-  and  medium-sized  financial 
institutions. 
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Company  Description 

Sterling  Commerce  develops,  markets,  and 
supports  electronic  commerce  software 
products  and  provides  electronic  commerce 
network  services  that  enable  businesses  to 
engage  in  business-to-business  electronic 
communications  and  transactions. 

Organization  and  Structure 

Sterling  Commerce  operates  through  five 
separate  groups,  four  of  which  offer  distinct 
families  of  products  and  services  in  North 
America  and  one  of  which  markets  network 
services  and  related  products  outside  of  North 
America. 

• The  Network  Services  Group,  headed  by 
Paul  L.  H.  Olson,  provides  electronic 
commerce  network  services,  offering  a 
variety  of  value-added  services  and  software 
solutions  under  the  COMMERCE  family 
name. 

• The  Communications  Software  Group, 
headed  by  Stephen  R.  Perkins,  provides 
software  products  and  services  under  the 
CONNECT  family  name  that  enable 
customers  to  send  and  receive  data 
electronically  and  support  a variety  of  data 
transfer,  EDI,  electronic  funds  transfer, 
claims  processing  and  inventory 
management  functions. 

• The  Interchange  Software  Group,  headed  by 
J.  Brad  Sharp,  provides  electronic  commerce 
translation  software,  which  converts  data 
into  and  out  of  standard  electronic 
commerce  formats,  marketed  under  the 
GENTRAN  family  name. 

• The  Banking  Systems  Group,  headed  by 
William  Hymes,  with  its  VECTOR  family  of 
products,  provides  financial  EDI,  item 
processing  and  electronic  payments  software 


and  related  services  for  financial 
institutions. 

• The  International  Group  markets  network 
services  and  related  products  outside  of 
North  America,  primarily  in  Europe. 

In  addition  to  its  principal  executive  offices  in 
Dallas  (TX),  Sterling  Commerce  has  offices  in 
San  Francisco,  Sacramento,  and  San 
Bernardino  (CA);  Ann  Arbor  (MI);  New  York 
(NY);  Dublin  (OH);  Washington,  D.C.;  Toronto 
(Canada);  London  (England);  Paris  (France); 
and  Dusseldorf  (Germany). 

Company  Strategy 

Sterling  Commerce’s  principal  marketing 
strategy  focuses  on  promoting  the  advantages 
of  electronic  commerce  and  expanding  the 
number  of  businesses  and  industries  using 
Sterling’s  products  and  network  services. 

Sterling  Commerce’s  objective  is  to  continue  to 
strengthen  its  position  as  a leading  worldwide 
provider  of  electronic  commerce  products  and 
services  in  an  expanding  market.  Key 
elements  of  the  company’s  strategy  to  achieve 
this  objective  include  the  following: 

• Offering  a complete  range  of  software 
products  and  network  services 

• Enhancing  existing  products  and 
introducing  and  acquiring  new  products 
based  on  current  and  anticipated  customer 
needs 

• A marketing  strategy  that  focuses  on 
promoting  the  advantages  of  electronic 
commerce  and  expanding  the  number  of 
businesses  and  industries  using  Sterling’s 
products  and  services,  participating  in  a 
number  of  comarketing  arrangements  and 
other  marketing  alliances,  and  rapidly 
expanding  its  business  internationally, 
especially  in  Europe. 
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• Using  the  Internet  as  a vehicle  to  expand 
the  electronic  commerce  market, 
particularly  among  smaller  businesses  and 
trading  partners 

• Providing  outstanding  customer  support 

• Actively  seeking  strategic  alliances  to 
expand  its  distribution  channels  and  to 
integrate  its  products  and  services  with 
complementary  products  and  services  of 
other  vendors. 


Financials 

Sterling  Commerce’s  fiscal  1995  revenue 
reached  $203.6  million,  a 31%  increase  over 
fiscal  1994  revenue.  Net  income  reached 
$42.9  million,  up  from  $27.8  million  in  fiscal 
1994. 

In  the  five-year  summary  that  follows, 
financial  data  has  been  restated  to  reflect 
Sterling  Commerce  as  a separate  operation 
from  Sterling  Software,  with  reasonable 
allocation  of  incremental  administrative  costs 
and  income  tax  expenses. 


Sterling  Commerce,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$203.6 

$155.9 

$117.8 

$88.9 

$71.0 

• Percent  change  from 
previous  year 

31% 

32% 

33% 

25% 

N/A 

Income  before  taxes 

$72.0 

$46  4 

$25.4 

$14.9 

$13.4 

• Percent  change  from 
previous  year 

55% 

83% 

70% 

11% 

N/A 

Net  income 

$42.9 

$27.8 

$15.2 

$9.0 

$8.1 

• Percent  change  from 
previous  year 

54% 

83% 

69% 

11% 

N/A 

Revenue  increases  during  fiscal  1995  were 
attributed  to  the  following: 

• Service  revenue,  derived  mostly  from 
network  processing  of  EDI  documents, 
increased  39%  over  fiscal  1994,  primarily 
due  to  the  growth  in  existing  network 
customer  volume  and  the  addition  of  new 
customers  to  the  network  in  the  health  care, 
grocery,  retail,  and  hardlines  vertical 
markets. 

• The  number  of  network  customers  grew 
from  approximately  9,000  as  of  September 


30,  1994  to  approximately  11,300  as  of 
September  30,  1995. 

• Product  revenue  increased  27%  and  product 
support  revenue  increased  22%  over  fiscal 
1994.  The  three  product  lines — 
communications  software,  banking  systems, 
and  interchange  software — each  had 
revenue  growth  in  product  and  product 
support  revenue  due  to  sales  of  new 
products  from  businesses  acquired  in  1994 
(American  Business  Computer),  new 
product  releases,  the  addition  of  new 
customers,  some  product  price  increases, 
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and  a continuing  expansion  of  the  installed 
customer  base  for  product  support  revenue. 

• Recurring  revenue  increased  32%  in  fiscal 
1995  and  represented  59%  of  total  revenue. 

• For  fiscal  1995,  43%  of  product  revenue  was 
for  products  that  run  on  operating  platforms 
other  than  mainframe  operating  systems,  as 
compared  to  30%  in  fiscal  1994. 

• Approximately  13%  ($26  million)  of  the 
Sterling  Commerce’s  fiscal  1995  revenue 


Interim  Results 

Revenue  for  the  three  months  ending 
December  31,  1995  reached  $56.2  million,  a 
25%  increase  over  $45.1  million  for  the  same 
period  in  1994.  Net  income  reached  $12.3 
million,  compared  to  $8.7  million  for  the  same 
period  a year  ago. 

• Network  services  revenue  increased  28%, 
primarily  from  the  growth  in  existing 
network  services  customer  volume  and  the 
addition  of  new  customers,  primarily  in  the 
grocery,  hardlines,  and  retail  vertical 
markets.  The  number  of  network  services 
customers  grew  from  approximately  9,600 


was  derived  from  the  International  Group 
compared  to  11%  ($18  million)  in  fiscal 
1994. 

Revenue  Analysis  by  Product  / Service 

Approximately  58%  of  Sterling  Commerce’s 
fiscal  1995  revenue  was  derived  from  software 
products  and  associated  support  services,  36% 
from  network  services,  and  the  remaining  6% 
from  royalties  from  affiliated  companies. 

A three-year  summary  of  source  of  revenue 
follows: 


as  of  December  31,  1994  to  11,900  as  of 
December  31,  1995. 

• Products  revenue  increased  14%  and 
product  support  revenue  increased  29%.  All 
of  the  company’s  product  lines  experienced 
growth  in  product  revenue  and  product 
support  revenue  due  to  the  addition  of  new 
customers,  new  product  offerings,  certain 
product  price  increases  and  a continuing 
expansion  of  the  installed  customer  base  for 
product  support. 

• This  growth  was  partially  offset  by  a decline 
of  $839,000  or  68%  in  revenue  from  the 


Sterling  Commerce,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Software  products 

$71.6 

35% 

$56.3 

36% 

$43.5 

37% 

Software  product  support 

46.2 

23% 

38.0 

24% 

29.9 

25% 

Network  services 

74.1 

36% 

53.2 

34% 

39.5 

34% 

Royalties  from  affiliated  companies  (a) 

11.7 

6% 

8.4 

5% 

4.9 

4% 

Total  (a) 

$203.6 

100% 

$155.9 

100% 

$117.8 

100% 

(a)  Royalties  relate  to  international  licenses  of  software  products  and  product  support  agreements. 

(b)  Differences  due  to  rounding. 
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federal  government  due  to  the  federal 
government  shutdown  during  the  three 
months  ending  December  31,  1995. 

Market  Financials 

Sterling  Commerce  derives  its  revenue  from 
the  manufacturing,  grocery,  retail,  banking, 
hardlines,  consumer  goods,  government, 
telecommunications,  health  care, 
pharmaceuticals,  and  transportation 
industries. 

Geographic  Markets 

Approximately  85%  of  Sterling  Commerce’s 
fiscal  1995  revenue  was  derived  from  North 
America  and  15%  from  international  sources. 

Acquisitions 

In  March  1995,  Sterling  acquired  MAXXUS, 
Inc.  of  San  Francisco  (CA). 

• MAXXUS  provides  PC-based  cash 
management  software. 

• The  acquisition  added  200  new  banking 
clients  and  extended  Sterling’s  offerings  to 
include  products  and  services  for  small  and 
medium-sized  financial  institutions  and 
added  complementary  electronic  payment 
products  to  the  company’s  financial  EDI 
offerings. 

• The  operations  of  MAXXUS  have  been 
merged  into  Sterling  Commerce’s  Banking 
Systems  Group. 

In  August  1994,  Sterling  acquired  American 
Business  Computer  Company  in  a pooling-of- 
interests  transaction. 

• American  Business  Computer,  based  in 
Detroit  (MI),  developed,  marketed,  and 
supported  UNIX-based  EDI  products, 
including  products  that  provide  electronic 
commerce  gateway  functionality. 


• The  operations  of  American  Business 
Computer  have  been  merged  into  Sterling’s 
Electronic  Commerce  Group. 

Employees 

As  of  September  30,  1995,  Sterling  Commerce 
had  1,009  full-time  employees,  segmented  as 
follows: 


Marketing,  sales  and  sales 

support 316 

Customer  support 275 

Technical  personnel 276 

Administration,  finance,  and 
management 142 


1,009 

Key  Products  and  Services 

The  Network  Services  Group,  headquartered 
in  Columbus  (OH),  provides  EDI  network 
services  and  software  under  the  COMMERCE 
family  name.  As  of  September  30,  1995,  the 
group  had  more  than  11,300  network 
customers. 

• COMMERCE:Network  combines  EDI,  E- 
mail,  library  services  and  file  transfer  into  a 
full-service  network  offering  that  supports 
all  major  communications,  messaging  and 
data  standards  including  BSC,  SNA,  X.25, 
X.400,  ANSI  X.12  and  EDIFACT.  The 
network  is  accessible  through  a range  of 
connectivity  options,  including  toll-free  dial- 
up, internationally  available  packet- 
switched  networks  and  the  Internet. 
COMMERCE:Network  can  connect  to  more 
than  20  other  networks.  Value-added 
services  include  trading  partner  and  vendor 
implementation  programs,  extended 
customer  support,  product  training, 
education,  consulting,  and  other 
professional  services. 

• COMMERCErCatalog  is  an  electronic 
database  of  product  information  that 
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permits  manufacturers  to  list  products  and 
related  universal  product  code  information 
in  a central  repository  in  order  to  place 
current  product  and  ordering  information 
quickly  and  easily  in  the  hands  of  buyers. 

• COMMERCE:Interactive,  another  network 
service,  accelerates  the  speed  of 
transmission  for  time-critical  business 
documents. 

• COMMERCE:Connection  is  a Windows- 
based  suite  of  software  products  that 
provides  integrated  access  to  a range  of 
electronic  commerce  services,  including  EDI, 
E-mail,  file  transfer  and  electronic  libraries. 

• COMMERCE:Forms  is  a PC-based  software 
product  that  converts  electronic  forms  into 
an  EDI  format  and  is  targeted  to  the  small 
to  medium-sized  enterprise  market. 

• Electronic  commerce  training  and  education 
are  provided  through  COMMERCE:Institute 
and  supplemented  with  on-line  information 
offered  through  COMMERCE.Resource. 

• Network  services  are  generally  provided  to 
trading  partners  within  industry  markets. 
The  company’s  primary  vertical  industry 
markets  include  banking,  consumer  goods, 
government,  grocery,  hardlines,  health  care, 
manufacturing,  retail,  telecommunications, 
and  transportation. 

• During  fiscal  1995,  Sterling  launched  its 
network  services  in  Europe. 

The  Interchange  Software  Group,  based  in 
Columbus  (OH),  markets  the  company’s  EDI 
management  software  products  under  the 
GENTRAN  family  name.  As  of  September  30, 
1995,  the  group  had  more  than  3,400  EDI 
translation  software  customers. 


• GENTRANBasic,  the  base  EDI  translation 
product  for  the  mainframe,  AS/400  and  HP 
3000  platforms,  translates  data  from 
internal  formats  for  processing. 

• GENTRAN:Plus  adds  Sterling’s 
communications  products  to  the 
GENTRAN: Basic  offering  for  MVS  or  VSE 
mainframes. 

• GENTRAN:Realtime  for  MVS  mainframes 
provides  on-line  translation  and  EDI 
management  capabilities  for  critical 
documents  requiring  immediate  response. 

• GENTRAN: Server  is  an  electronic  commerce 
gateway  that  recognizes,  manages  and 
routes  all  types  of  business  messages, 
providing  seamless  integration  of  all  the 
components  required  to  support  electronic 
commerce  at  the  enterprise  level. 

• GENTRAN: Director  provides  Windows- 
based  EDI  processing. 

• GENTRAN: Integrator  is  a software 
developer  s toolkit  for  GENTRAN:Director, 
providing  tools  to  implement  and  EDI- 
enable  PC  applications  for  mass  distribution 
or  to  build  templates  and  forms  for 
distribution  with  multiple  copies  of 
GENTRAN:Director’s  user  interface. 

• GENTRAN:Mentor  uses  expert  systems 
technology  and  graphical  navigation  to 
automate  EDI  mapping  and  is  available  for 
PC  and  UNIX  platforms. 

• GENTRAN:Excel  provides  EDI  processing 
in  PC-DOS  and  UNIX  environments. 

• GENTRAN: Dataguard  provides  data 
security  through  encryption/decryption. 

• GENTRAN: Viewpoint  enhances  document 
tracking  and  exception  handling. 


Page  6 of  10 


INPUT  1996.  Reproduction  prohibited. 


Sterling  Commerce,  Inc. 

April  1996 


INPUT  Vendor  Profile 


• GENTRAN:Examiner  provides  user-defined 
tracking  of  health  care  claims  documents. 

• GENTRAN:Client  permits  trading  partner 
and  map  development  independent  of 
connection  to  the  hosts. 

• GENTRAN Structure  allows  the  definition 
and  support  of  fixed-format  standards. 

The  Communications  Software  Group, 
headquartered  in  Dallas  (TX),  provides  data 
communications  products  under  the 
CONNECT  family  name.  As  of  September  30, 
1995,  the  group  had  more  than  2,100  installed 
customers. 

• The  CONNECT  family  is  a complete  suite  of 
integrated  file  transfer  and  communications 
management  solutions  that  support  a 
variety  of  protocols,  including  BSC,  SNA, 

X.25  and  TCP/IP,  on  a variety  of  operating 
systems  and  hardware  platforms,  including 
MVS,  VSE,VM,  Tandem,  VMS,  AS/400, 
UNIX,  MS-DOS,  OS/2,  NetWare,  Windows, 
and  Windows  NT.  The  products  provide 
full-function  automated  file  transfer  for 
clients  of  all  industry  classifications. 

• CONNECT:Direct  is  used  primarily  to  move 
large  volumes  of  data  with  a focus  on  high 
performance  that  addresses  intracompany 
and  intercompany  requirements.  It 
addresses  the  local-area  network  market 
with  releases  for  NetWare  and  Windows  NT. 

• CONNECT:Mailbox  is  used  primarily  to 
move  information  between  corporations  with 
a focus  on  wide  connectivity.  It  provides 
open  connections  throughout  the  network  to 
any  host,  midrange  or  remote  workstation  or 
value-added  network. 

• CONNECT:Firewall  is  an  application-layer 
security  software  and  enterprise  gateway 


management  system  that  secures  networks 
from  intrusions  via  the  Internet  and 
provides  E-mail  and  name-server 
administration. 

• CONNECT:Queue  is  a scheduling  and 
workload  balancing  system  for 
heterogeneous  UNIX  networks. 

The  Banking  Systems  Group,  headquartered 
in  Dallas  (TX),  specializes  in  software  for  the 
item  processing  and  financial  EDI  operations 
of  major  banks.  The  division  markets  the 
VECTOR  family  of  products.  As  of  December 
31,  1995,  Sterling  had  approximately  1,900 
VECTOR  installations  at  more  than  800 
banking  institutions  worldwide,  including  99 
of  the  top  100  U.S.  banks. 

• VECTOR  products  are  used  by  major  banks 
for  item  processing  applications,  such  as 
statement  sorting,  research  and 
adjustments,  check  fraud  control,  electronic 
check  presentment,  return  item  processing, 
and  signature  verification.  The  products 
also  enable  banks  to  provide  integrated 
corporate  trade  payment  processing  services 
for  both  paper-based  check  payments  and 
electronic  payments. 

• VECTOR:Connexion  provides  financial  EDI 
payment  services  for  banks’  key  corporate 
customers  and  is  used  by  41  of  the  100 
largest  U.S.  bank  holding  companies. 

Clients 

Sterling  Commerce’s  customers  include  96  of 
the  Fortune  100  industrial  corporations  and 
99  of  the  top  100  U.S.  commercial  banks. 

A sample  of  customers  is  shown  in  the 
following  exhibit. 


Sterling  Commerce,  Inc. 
April  1996 


© INPUT  1996  Reproduction  prohibited. 


Page  7 of  10 


INPUT  Vendor  Profile 


Exhibit 

Sterling  Commerce  Customers 


Industry/Customers 

Industry/Customers 

Industry/Customer 

Manufacturing 

Amoco  Corporation 
Cummins  Engine  Company,  Inc. 
The  Dow  Chemical  Company 
Imperial  Oil  Limited 
Martin  Marietta  Management  Data 
Systems 

Mead  Corporation 
Mobil  Corporation 

Siemens  Energy  & Automation,  Inc. 
Siemens  Nixdorf  Printing  Systems 
Sun  Microsystems,  Inc. 

Grocery  and  Food  Manufacturing 

Albertson’s,  Inc. 

Borden,  Inc. 

The  Kroger  Company 
Nestle  Food  Company 
The  Pillsbury  Company 
Sara  Lee  Corporation 
Star-Kist  Foods  Inc. 

Tropicana  Products,  Inc. 

Tyson  Foods  Inc. 

Wakefern  Food  Corporation 

Retail 

American  Stores  Company 
Ames  Department  Stores 
Best  Buy  Co.,  Inc. 

Dillard’s  Department  Stores 
Office  Depot 
Revco  D.S.,  Inc. 

Rite  Aid  Corporation 
Staples,  Inc. 

Target  Stores 
Topco  Sales 

Banking 

Boatman’s  Bancshares,  Inc. 
First  Interstate  Bancorp 
First  of  America  Corporation 
First  Union  Corporation 
Liberty  Bancorp,  Inc. 
NationsBanc  Services,  Inc. 

PNC  Bank,  National  Association 
Union  Bank  & Trust  Co. 
Wachovia  Operational  Services, 
Inc. 

Wells  Fargo  & Co. 

Hardlines 

Ace  Hardware  Corp. 

Black  & Decker  (U.S.),  Inc. 

The  Glidden  Company 
Hardware  Wholesalers,  Inc. 
Home  Depot  USA,  Inc. 

Lowe’s  Companies,  Inc. 

Newell  Companies 
Servistar/Coast  to  Coast  Corp. 
The  Stanley  Works 

Consumer  Goods 

Hartz  Mountain 
Helene  Curtis 

Kimberly-Clark  Corporation 
Lever  Brothers  Company 
Levi  Strauss  & Co. 

Maybelline,  Inc. 

Nike,  Inc. 

The  Procter  & Gamble  Company 
Rubbermaid,  Incorporated 
Sunbeam-Northern  Company 

Government  and 
Telecommunications 

Alltel  Information  Services,  Inc. 

Bell  Atlantic  Network  Services,  Inc. 
Cincinnati  Bell  Information  Systems 
Defense  Logistics  Agency 
Department  of  Agriculture 
Federal  Reserve  Automation 
Services 

HHS-Health  Care  Financing  Admin. 
NYNEX  Mobile  Communications 
Social  Security  Administration 

Health  Care  and  Pharmaceuticals 

Abbott  Laboratories 
Baxter  Healthcare  Corporation 
Bayer  Laboratories,  Inc. 

Blue  Cross/Blue  Shield 
Bristol-Myers  Squibb  Company 
Cardinal  Health,  Inc. 

Merck,  Sharp  & Dohme 
MetraHealth 

Schein  Pharmaceuticals,  Inc. 

Upjohn  Company 

Transportation 

Burlington  Northern  Railroad 
Consolidated  Freightways,  Inc. 
Consolidated  Rail  Corporation 
Federal  Express  Corporation 
Freightliner  Corp 
LogiCorp  Inc. 

Roadway  Services,  Inc. 

Ryder  Dedicated  Logistics 
Skyway  Freight  Systems,  Inc. 

Yellow  Freight  Systems,  Inc. 
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Marketing  and  Sales 

Each  of  Sterling  Commerce’s  Network 
Services,  Communications  Software, 
Interchange  Software  and  Banking  Systems 
Groups  has  its  own  sales  and  marketing 
organizations. 

• These  organizations  license  and  market  the 
company’s  products  and  services  in  the  U.S. 
and  Canada  through  a combination  of  direct 
sales,  telesales,  and  telemarketing. 

• Each  group’s  sales  and  marketing 
organization  may  also  market  the  products 
and  services  of  the  company’s  other  groups 
when  opportunities  arise. 

The  International  Group  markets  network 
services  and  related  products  outside  the  U.S. 
and  Canada,  primarily  in  Europe. 
Communications  and  interchange  software 
are  marketed  by  Sterling  Software’s 
International  Group. 

The  Banking  Systems  Group  markets  its 
software  products  and  product  support 
services  in  the  U.S.  and  internationally. 

Sterling  Commerce’s  marketing  strategy 
focuses  on  promoting  the  advantages  of 
electronic  commerce  and  expanding  the 
number  of  businesses  and  industries  using 
Sterling’s  products  and  services. 

• Marketing  efforts  are  focused  on  trading 
communities  composed  of  trading  partners 
in  common  industries  conducting  recurring 
business  transactions. 

• Sterling  emphasizes  sales  to  hub  companies 
and  their  trading  partners  in  a range  of 
trading  communities. 

Alliances 

In  the  past  several  years,  Sterling  has  entered 
into  formal  and  informal  strategic  alliances 


with  other  companies  and  trade  associations, 
including  SAP,  Microsoft,  Novell,  VISA,  the 
National  Wholesale  Druggists’  Association, 
and  the  National  Hardware  Manufacturers’ 
Association. 

Competition 

Network  Services  Group  competitors  include 
GE  Information  Services,  Advantis,  the 
BT/MCI  joint  venture,  Harbinger  Corporation, 
and  Quick  Response  Services. 

Interchange  Software  Group  competitors 
include  Premenos  Technology  Corp.,  Supply 
Tech,  and  TSI  International. 

Communications  Software  Group  competitors 
include  Computer  Associates,  IBM  and  the 
internal  programming  staffs  of  various 
businesses  engaged  in  electronic  commerce. 

Banking  Systems  Group  competitors  include 
Computer  Associates,  as  well  as  a number  of 
smaller  competitors  that  offer  products  in 
specific  market  niches. 

Assessment 

Sterling  Commerce’s  strengths  include: 

• Its  position  as  a market  leader 

• Its  position  as  the  only  EC  provider  with  a 
comprehensive  range  of  products 

• Its  Blue  Chip  customer  base 

• Its  industry  focus  and  expertise 

• Offering  products  that  run  on  all  major 
platforms 

• Financial  stability 

• A proven  and  experienced  management 
team 
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• Twenty  years  of  experience 

Challenges  include: 

• Expanding  use  of  electronic  commerce 
through  the  Internet 

• Expanding  the  network  services  business 
globally 

• Preparing  for  the  expected  future 
deployment  of  services  provided  by 
telecommunications  companies 
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President  & CEO:  Sterling  L.  Williams 
8080  North  Central  Expressway 
Suite  1100 

Dallas,  TX  75206-1895 
Phone:  (214)891-8600 

Fax:  (214)  739-0535 

Internet:  Http://www.sterling.com 


STERLIME 

SOFTWARE 


Status:  Public 

Employees:  3,600+  (4/96) 

Revenue:  $588,167,000 

Fiscal  Year  End:  9/30/95 


Key  Points 

• Sterling  Software  is  a worldwide  leader  in 
electronic  commerce  software  and  services, 
applications  management  software,  systems 
management  software,  and  professional 
services  to  the  government. 

• In  March  1996,  Sterling  completed  an  initial 
public  offering  of  18%  of  Sterling  Commerce, 
Inc.,  Sterling’s  electronic  commerce  business 
unit. 


• Sterling  presently  intends  to  distribute  pro 
rata  its  remaining  82%  ownership  in 
Sterling  Commerce  to  Sterling  Software 
shareholders.  Although  still  subject  to 
certain  approvals,  the  distribution  is 
expected  to  occur  by  September  30,  1996. 

• In  late  1994,  Sterling  completed  the 
acquisition  of  Know  ledge  Ware  for  $106 
million,  adding  a substantial  line  of 
applications  development  software  and 
services  to  its  offerings. 

• During  fiscal  1995,  Sterling  acquired 
MAXXUS,  Inc.,  a leading  provider  of  PC- 
based  cash  management  software, 
expanding  Sterling’s  bank  customer  base 
electronic  commerce  offerings  to  include 
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products  and  services  for  small  and 
medium-sized  financial  institutions. 

Company  Description 

Sterling  Software  is  a worldwide  supplier  of 
software  products  and  services  within  the 
electronic  commerce,  systems  management 
and  applications  management  software 
markets  and  also  provides  technical 
professional  services,  systems  integration,  and 
outsourcing  services  to  certain  sectors  of  the 
federal  government. 

Founded  in  1981,  Sterling  has  grown  rapidly 
through  a combination  of  internal 
development  and  25  strategic  business 
acquisitions. 

The  company  employs  more  than  3,600  people 
in  75  offices  wrorldwide  and  has  approximately 
40,000  customer  sites  in  more  than  60 
countries. 

Organization  and  Structure 

Sterling  is  organized  into  five  business 
groups/units  and  twenty  divisions/groups,  as 
showm  in  the  exhibit  on  the  following  page. 

Sterling  Commerce,  Inc.,  headquartered  in 
Dallas  (TX)  with  about  1,000  employees, 
provides  electronic  data  interchange  (EDI) 
software  and  network  services,  data 
communications  software,  and  electronic 
payments  software  for  financial  institutions 
through  five  groups. 

• Sterling  formed  Sterling  Commerce,  Inc.  in 
December  1995  as  a subsidiary  to  hold  the 
businesses  of  Sterling’s  Electronic 
Commerce  Group. 

• In  March  1996,  the  company  made  an  initial 
public  offering  of  18%  of  Sterling  Commerce. 

The  Systems  Management  Group, 
headquartered  in  Washington,  D.C.  with 


approximately  400  employees,  provides 
systems  management  software  products  for 
computing  environments  across  the 
enterprise.  The  group  operates  through  three 
divisions  that  specialize  in  storage 
management,  VM  systems  management  and 
operations  management  software. 

The  Applications  Management  Group, 
headquartered  in  Atlanta  (GA)  with 
approximately  350  employees,  provides 
products  for  developing  new  applications  and 
revitalizing  existing  applications.  This  group 
was  reorganized  in  October  1995  into  four 
divisions  focused  on  the  specific  target 
markets  the  group  services. 

The  Federal  Systems  Group,  headquartered  in 
the  Washington,  D.C.  area  with 
approximately  1,100  employees,  provides 
professional  services,  systems  integration,  and 
systems  operations  services.  The  group  is 
composed  of  two  divisions  that  provide  highly 
specialized  services  to  the  federal  government. 

The  International  Group,  headquartered  in 
Paris  (France)  with  approximately  500 
employees,  is  the  exclusive  channel  for 
international  markets  for  Sterling  Software’s 
products. 

• The  International  Group  also  has  a three- 
year  exclusive  marketing  and  services 
agreement  with  Sterling  Commerce  for  its 
communications  software  and  interchange 
software  products. 

• The  group  operates  through  six  regional 
divisions  representing  four  regions  of 
Europe,  Asia/Pacific  and  other  countries 
throughout  the  world.  The  products  are  sold 
and  supported  through  30  offices  in  17 
countries  and  through  trained  agents  and 
distributors  in  36  additional  countries. 
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Sterling  operates  75  offices  worldwide. 

• Major  U.S.  facilities  are  in  the  metropolitan 
areas  of  Los  Angeles,  Palo  Alto,  San 
Francisco,  Sacramento  and  San  Bernardino 
(CA);  Atlanta  (GA);  Columbus  (OH);  Omaha 
(NE);  New  York  City  and  Rome  (NY); 
Washington,  D.C.;  and  Dallas  (TX). 

• Major  international  facilities  are  in  London 
and  Reading  (England);  Paris  (France); 
Ottawa  (Canada);  Dusseldorf,  Stuttgart, 
and  Frankfurt  (Germany);  Zurich 
(Switzerland);  Brussels  (Belgium); 
Nieuwegein  (the  Netherlands);  Stavanger 
and  Oslo  (Norway);  Kista  (Sweden);  Tokyo 
(Japan);  Sydney  and  Melbourne  (Australia); 
Rome,  Milan,  and  Turin  (Italy);  and  Tefen 
(Israel). 

Company  Strategy 

Sterling’s  strategy  since  its  inception  has  been 
to  choose  target  markets  with  growth  and 
profit  potential  and  to  focus  on  acquiring  and 
developing  products  and  services  for  those 
specific  markets.  Sterling  had  identified 
Electronic  Commerce,  Applications 
Management,  Systems  Management,  and 
Federal  Systems  as  its  target  markets. 

To  serve  each  market  effectively,  Sterling  uses 
a decentralized  management  style  designed  to 


place  responsibility  for  service  and  decision- 
making as  close  to  the  customer  as  possible. 
Additionally,  these  separate  business  units 
can  adapt  quickly  to  changing  customer 
requirements  and  to  competitive  or 
technological  changes  in  their  respective 
markets. 

• Each  major  market  is  represented  through 
independently  operated  business  groups 
consisting  of  divisions  focused  on  selected 
market  niches. 

• The  divisions,  organized  as  freestanding 
businesses,  are  based  on  a worldwide  model 
designed  by  Sterling.  Each  division  has  its 
own  president,  management  team,  sales, 
marketing  and  development  functions. 

Financials 

Sterling  Software’s  fiscal  1995  revenue 
reached  $588.2  million,  a 24%  increase  over 
fiscal  1994  revenue  of  $473.4  million. 

• Net  income  of  $9.3  million  includes 
restructuring  charges  of  $19.5  million  and 
purchased  research  and  development  costs 
of  $62  million  associated  with  the 
acquisition  of  KnowledgeWare  in  1994. 

• A five-year  financial  summary  appears  on 
the  following  page. 
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Sterling  Software,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$588.2 

$473.4 

$416.1 

$378.4 

$333.4 

• Percent  change  from 
previous  year 

24% 

14% 

10% 

13% 

20% 

Income  (loss)  before  taxes 
• Percent  change  from 
previous  year 

$52.9 

(a) 

(43%) 

$92.6 

293% 

$(47.8) 

(b) 

(985%) 

$5.4 

(b) 

144% 

$(12.3) 

(b) 

N/A 

Net  income  (loss) 

$9.3 

$58.3 

$(37.1) 

$(5.2) 

$(2.0) 

• Percent  change  from 
previous  year 

(84%) 

257% 

(c) 

(623%) 

(60%) 

N/A 

Earnings  (loss)  per  share 

$0.39 

$2.31 

$(2.18) 

$(0.43) 

$(0.48) 

• Percent  change  from 
previous  year 

(83%) 

206% 

(421%) 

10% 

N/A 

(a)  Includes  restructuring  charges  of  $19.5  million  and  $62  million  of  purchased  research  and  development 
costs  related  to  the  acquisition  of  KnowledgeWare  in  1994. 


(b)  Includes  restructuring  and/or  retroactive  charges  of  $91.3  million,  $11.5  million , and  $23. 1 million  in  fiscal 
1993,  1992,  and  1991,  respectively,  associated  with  the  acquisition  of  Systems  Center  in  July  1993. 

(c)  Includes  a $1.5  million  extraordinary  loss  on  extinguishment  of  debt  and  a $2.8  million  loss  from  the 
cumulative  effect  of  a change  in  accounting  principle. 


Revenue  Analysis  by  Product  / Service 

A three-year  financial  summary  by 
operating  group,  as  provided  by  Sterling,  is 
shown  on  the  following  page. 

The  following  discussion  relates  to  the 
operations  of  Sterling  prior  to  the  public 
offering  of  Sterling  Commerce  (Electronic 
Commerce  Group)  common  stock. 

Electronic  Commerce  Group  revenue 
increased  31%  during  fiscal  1995. 

• Service  revenue,  primarily  from  network 
processing  of  EDI  documents,  increased 
39%  over  fiscal  1994  due  to  the  growth  in 
existing  network  customer  volume  and  the 
addition  of  new  customers  to  the  network, 
primarily  in  the  health  care,  grocery,  retail 
and  hardlines  vertical  markets. 


• The  number  of  network  customers  grew 
from  9,000  as  of  September  30,  1994  to 
approximately  11,300  as  of  September  30, 
1995. 

• Product  revenue  increased  30%  and 
product  support  revenue  increased  24% 
over  fiscal  1994.  The  three  product  lines — 
communications  software,  banking 
systems  and  interchange  software — each 
had  revenue  growth  in  product  and 
product  support  revenue  due  to  sales  of 
new  products  from  businesses  acquired  in 
1994  (American  Business  Computer),  new 
product  releases,  the  addition  of  new 
customers,  some  product  price  increases, 
and  a continuing  expansion  of  the 
installed  customer  base  for  product 
support  revenue. 
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Sterling  Software,  Inc. 

Three-Year  Financial  Summary  by  Business  Group 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Business  Group  (a) 

$ 

Percent  of 
Total 

$ 

Percent  of 
Total 

$ 

Percent  of 
Total 

Revenue 

- Electronic  Commerce 

$217.8 

37% 

$166.2 

35% 

$122.6 

29% 

- Systems  Management 

154.7 

26% 

141.7 

30% 

136.2 

33% 

- Applications  Management 

107.2 

18% 

49.9 

10% 

47.8 

11% 

- Federal  Systems 

101.7 

17% 

107.0 

23% 

100.8 

24% 

- Corporate  and  other 

6J3 

1% 

8J3 

2% 

8.7 

2% 

Total  * 

$588.2 

100% 

$473.4 

100% 

$416.1 

100% 

Operating  profit  (loss) 

- Electronic  Commerce 

$71.0 

140% 

$49.0 

51% 

$24.8 

- Systems  Management 

55.5 

109% 

49.0 

51% 

28.1 

- Applications  Management 

21.3 

42% 

11.3 

12% 

10.0 

- Federal  Systems 

6.6 

13% 

7.3 

8% 

6.3 

- Restructuring  charges 

(19.5) 

(38%) 

— 

— 

(91.3) 

_ 

- Purchased  R&D 

(62.0) 

(122%) 

— 

— 

_ 

- Corporate  and  other 

(22.1) 

(44%) 

(21.1) 

(22%) 

(22.7) 



Total 

$50.8 

100% 

$95.5 

100% 

$(44.8) 

- 

* Differences  due  to  rounding. 


(a)  International  Group  results  are  included,  as  applicable,  in  Sterling's  Systems  Management.  Electronic 
Commerce  and  Applications  Management  segments.  International  Group  revenue  was  approximately 
$158.4  million,  $103.8  million,  and  $96.3  million  and  operating  profit  (loss)  was  $26  4 million  $14  3 million 
and  $(1.2  million)  for  fiscal  1995,  1994,  and  1993,  respectively. 


• Approximately  12%  ($26  million)  of  the 
Electronic  Commerce  Group’s  fiscal  1995 
revenue  was  derived  from  the  International 
Group  and  compared  to  11%  ($18  million)  in 
fiscal  1994. 

Systems  Management  Group  revenue 
increased  9%  during  fiscal  1995,  primarily 
due  to  an  increase  of  18%  in  product  revenue. 

• Revenue  from  software  products  and 
product  support  contracts  increased  in 
storage  management  and  operations 
management  product  lines  and  was  partially 
offset  by  a decrease  in  VM  software  product 
support  revenue.  The  VM  product  support 


revenue  decrease  was  due  primarily  to  a 
consolidation  and  downsizing  by  customers 
using  the  VM  operating  system. 

• Approximately  54%  ($84  million)  of  the 
System  Management  Group’s  fiscal  1995 
revenue  was  derived  from  the  International 
Group,  compared  to  53%  ($75  million)  in 
fiscal  1994. 

Applications  Management  Group  revenue 
increased  115%  during  fiscal  1995  primarily 
due  to  the  acquisition  of  KnowledgeWare  in 
November  1994. 
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• As  a direct  result  of  the  acquisition,  all  the 
components  of  revenue  increased — product 
revenue  increased  117%,  product  support 
revenue  increased  73%,  and  services 
revenue  (primarily  consulting  services) 
increased  significantly. 

• Product  support  revenue  in  fiscal  1995  was 
negatively  impacted  by  approximately  $13.7 
million  due  to  the  application  of  purchase 
price  accounting  guidelines  that  prohibit  the 
post-acquisition  recognition  of  the  deferred 
revenue  acquired  in  an  acquisition. 

• Consulting  and  training  services  revenue, 
previously  an  immaterial  component  of  the 
Application  Management  Group’s  revenue, 
represented  12%  ($13  million)  of  total 
revenue  during  fiscal  1995. 

• Approximately  39%  ($42  million)  of  the 
Application  Management  Group’s  fiscal 
1995  revenue  was  derived  from  the 
International  Group,  compared  to  22%  ($11 
million)  in  fiscal  1994. 

Federal  Systems  Group  revenue  decreased  5% 

during  fiscal  1995,  primarily  due  to  lower 


contract  billings  at  NASA  Ames  resulting 
from  lower  billable  costs  and  fewer  federal 
contracts  than  in  fiscal  1994. 

International  Group  revenue  (reported  with 
other  business  groups)  increased  53%  during 
fiscal  1995. 

A large  percent  of  Sterling’s  business  is 
recurring  business  through  annual  multiyear 
product  support  agreements  generally  having 
terms  ranging  from  one  to  three  years;  fixed- 
term  product  lease  and  rental  agreements 
generally  having  terms  ranging  from  month- 
to-month  to  year-to-year;  short-term 
electronic  commerce  service  agreements 
cancelable  upon  30  days  notice;  and  multiyear 
federal  contracts  generally  having  terms 
ranging  from  one  to  five  years.  Recurring 
revenue  was  58%  ($340  million)  of  total 
revenue  in  fiscal  1995,  compared  to  63%  ($298 
million)  of  total  revenue  in  fiscal  1994. 

A three-year  summary  of  source  of  revenue,  as 
provided  by  Sterling,  is  shown  below. 


Sterling  Software,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/5 

13 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Products 

$239.9 

41% 

$178.2 

38% 

$153.8 

37% 

Product  support 

160.0 

27% 

133.8 

28% 

122.3 

29% 

Services 

188.3 

32% 

161.4 

34% 

140.0 

34% 

Total 

$588.2 

100% 

$473.4 

100% 

$416.1 

100% 

Sterling  Software,  Inc. 
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INPUT  estimates  that  approximately  42%  of 
Sterling’s  fiscal  1995  revenue  was  derived 
from  systems  software,  including  systems  and 
applications  management  software  products 
and  associated  support  services;  26%  from 
applications  software,  including  electronic 
commerce/EDI  and  VECTOR  software 
products  and  support,  14%  from  professional 
and  systems  integration  services,  13%  from 
EC/EDI  network  services,  and  5%  from 
systems  operations  supplied  to  government. 
These  figures  are  summarized  below. 


Sterling  Software 
Fiscal  1995  Source  of  Revenue* 


Product/Service 

Revenue 
($  Millions) 

Percent 
of  Total 

Systems  software 

$249 

42% 

Applications  software 

151 

26% 

Professional  services  and 
systems  integration 

85 

14% 

Network  services 

74 

13% 

Systems  operations 

29 

5% 

Total 

$588 

100% 

* INPUT  estimates 


Approximately  37%  of  fiscal  1995  product 
revenue  was  from  non-mainframe  products. 

Interim  Results 

Revenue  for  the  three  months  ending 
December  31,  1995  reached  $148.7  million,  an 
18%  increase  over  $126.4  million  for  the  same 
period  I 1994.  Net  income  reached  $21.3 
million,  up  from  net  losses  of  $61.7  million  for 
the  same  period  a year  ago. 

• The  prior  year’s  results  include  $19.5 
million  in  restructuring  charges  and  $62 
million  in  purchased  research  and 
development  costs  associated  with  the 
acquisition  of  IvnowledgeWare.  Net  income 


for  the  prior  year  before  these  charges  was 
$15.2  million. 

• Electronic  Commerce  Group  revenue 
increased  25%  to  nearly  $60  million. 

• Systems  Management  Group  revenue 
increased  6%  to  $35.2  million. 

• Applications  Management  Group  revenue 
increased  32%  to  $26.5  million,  with  product 
support  and  consulting  services  revenue 
increasing  99%  and  61%,  respectively,  offset 
by  an  11%  decrease  in  product  sales. 

• Federal  Systems  Group  revenue  increased 
11%  to  $26.3  million. 

• Approximately  43%  of  total  product  revenue 
wras  generated  from  non-mainframe 
products. 

Market  Financials 

Approximately  42%  of  Sterling’s  total  fiscal 
1995  revenue  was  derived  from  cross-industry 
sales  and  support  of  its  systems  software 
products  and  19%  from  the  federal 
government.  The  remaining  39%  was  derived 
from  the  wholesale  and  retail  trade, 
manufacturing,  transportation,  health  care, 
and  banking  and  finance  industries. 

Sterling  has  approximately  40,000  customer 
sites,  including  96  of  the  Fortune  100  U.S. 
industrial  corporations  and  99  of  the  top  100 
U.S.  banks. 

Geographic  Markets 

Approximately  71%  of  Sterling’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  and  29% 
from  international  sources. 

A three-year  summary  of  geographic  source  of 
revenue  is  shown  on  the  following  page. 
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Sterling  Software,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/5 

13 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

US. 

$416.7 

71% 

$350.6 

74% 

$305.0 

73% 

Europe 

115.0 

20% 

77.6 

16% 

76.9 

19% 

Pacific 

37.7 

6% 

26.4 

6% 

18.7 

4% 

Canada  and  Latin  America 

18.8 

3% 

18.8 

4% 

15.5 

4% 

Total 

$588.2 

100% 

$473.4 

100% 

$416.1 

100% 

Acquisitions 

In  March  1995,  Sterling  acquired  MAXXUS, 
Inc.  of  San  Francisco  (CA). 

• MAXXUS  provides  PC-based  cash 
management  software. 

• The  acquisition  added  200  new  banking 
clients  and  extended  Sterling’s  offerings  to 
include  products  and  services  for  small  and 
medium-sized  financial  institutions  and 
complementary  electronic  payment  products 
for  financial  EDI  applications. 

• The  operations  of  MAXXUS  have  been 
merged  into  Sterling  Commerce’s  Banking 
Systems  Group. 

In  November  1994,  Sterling  acquired 
KnowledgeWare,  Inc.  of  Atlanta  (GA)  for 
approximately  $106  million  in  Sterling 
common  stock.  The  acquisition  was  accounted 
for  as  a purchase. 

• KnowledgeWare  provided  applications 
development  software  products  and 
associated  support  services.  The  company 
had  approximately  1,000  employees  at  the 


time  of  the  acquisition  and  annual  revenue 
of  about  $150  million. 

• The  operations  of  KnowledgeWare  have 
been  merged  into  Sterling’s  Application 
Management  Group. 

In  August  1994,  Sterling  acquired  American 
Business  Computer  Company  in  a pooling-of- 
interests  transaction. 

• American  Business  Computer,  based  in 
Detroit  (Ml)  with  approximately  40 
employees,  developed,  marketed,  and 
supported  UNIX-based  EDI  products, 
including  products  that  provide  electronic 
commerce  gateway  functionality. 

• The  operations  of  American  Business 
Computer  have  been  merged  into  Sterling 
Commerce. 

Employees 

As  of  September  30,  1995,  Sterling  had 
approximately  3,700  employees,  including  600 
sales  representatives  and  500  product 
development  staff. 
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The  company  currently  has  more  than  3,600 
employees. 

Key  Products  and  Services 

Sterling’s  key  products  and  services  are 
summarized  by  operating  group. 

Sterling  Commerce,  Inc. 

This  subsidiary  provides  software,  network 
services  and  professional  services  to  facilitate 
electronic  commerce,  including  EDI  software 
and  services,  data  communications  software, 
and  electronic  payments  software  for  financial 
institutions,  through  five  groups. 

The  Network  Services  Group,  headquartered 
in  Columbus  (OH),  provides  EDI  network 
services  and  software  under  the  COMMERCE 
family  name.  The  group  has  more  than 
11,300  network  customers  worldwide. 

• Network  services  are  marketed  to  targeted 
vertical  industry  groups,  including 
pharmaceuticals,  hardlines,  grocery,  health 
care,  insurance,  retail  train-truck-ship 
transportation,  automotive,  chemical  and 
petroleum,  paper  and  packaging,  banking, 
and  government. 

• During  fiscal  1995,  Sterling  launched  its 
network  services  in  Europe. 

The  Interchange  Software  Group,  based  in 
Columbus  (OH),  markets  the  company’s  EDI 
management  software  products  under  the 
GENTRAN  family  name.  The  group  has  more 
than  3,400  EDI  translation  software 
customers  and  a software  lab  in  Toronto. 

The  Communications  Software  Group, 
headquartered  in  Dallas  (TX),  provides  data 
communications  products  under  the 
CONNECT  family  name.  The  group  has 
approximately  2,100  customers. 


• The  CONNECT  family  is  a complete  suite  of 
integrated  file  transfer  and  communications 
management  solutions  that  support  a 
variety  of  protocols,  including  BSC,  SNA, 
X.25,  and  TCP/IP,  on  a variety  of  operating 
systems  and  hardware  platforms,  including 
MVS,  VSE,  VM,  Tandem,  VMS,  AS/400, 
UNIX,  MS-DOS,  OS/2,  NetWare,  Windows, 
and  Windows  NT.  The  products  provide 
full-function  automated  file  transfer  for 
clients  of  all  industry  classifications. 

The  Banking  Systems  Group,  headquartered 
in  Dallas  (TX),  specializes  in  software  for  the 
item-processing  and  financial  EDI  operations 
of  major  banks.  The  group  markets  the 
VECTOR  family  of  products.  Approximately 
2,000  VECTOR  systems  have  been  installed 
by  approximately  750  financial  institutions 
worldwide,  including  99  of  the  top  100  U.S. 
banks. 

• VECTOR  products  are  used  by  major  banks 
for  item  processing  applications,  such  as 
statement  sorting,  research  and 
adjustments,  check  fraud  control,  electronic 
check  presentment,  return  item  processing, 
and  signature  verification.  The  products 
also  enable  banks  to  provide  integrated 
corporate  trade  payment  processing  services 
for  both  paper-based  check  payments  and 
electronic  payments. 

• VECTOR: Connexion  provides  financial  EDI 
payment  services  for  banks’  key  corporate 
customers  and  is  used  by  41  of  the  top  100 
largest  U.S.  bank  holding  companies. 

• Approximately  2,000  VECTOR  systems  have 
been  installed  by  approximately  750 
financial  institutions  worldwide. 

The  International  Group  markets  network 
services  and  related  products  outside  of  North 
America,  primarily  in  Europe. 
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Systems  Management  Group 
The  Storage  Management  Division, 
headquartered  in  Sacramento  (CA),  provides 
software  under  the  SAMS  family  name  that 
manages,  monitors,  and  automates  data 
storage  in  both  distributed  and  centralized 
environments. 

The  VM  Software  Division,  headquartered  in 
Reston  (VA),  provides  integrated  systems 
management  software  for  the  VM  operating 
system. 

The  Operations  Management  Division, 
headquartered  in  Reston  (VA),  provides 
network  management  and  systems 
management  products  under  the  SOLVE 
family  name. 

Applications  Management  Group 
This  group  provides  products  for  developing 
new  applications  and  revitalizing  existing 
applications,  as  well  as  consulting  services. 

The  Applications  Development  Division, 
headquartered  in  Atlanta  (GA),  markets 
scalable  PC-based  products  and  services  for 
applications  development  under  the  KEY 
family  name. 

The  Information  Management  Division, 
headquartered  in  Woodland  Hills  (CA), 
markets  systems  software  products  and 
services  under  the  VISION  family  name  that 
reconcile  legacy  and  new  software 
development  strategies. 

The  Data  Access  Division,  headquartered  in 
Fairfield  (IA),  markets  products  and  services 
under  the  CLEAR  family  name  that  enable 
business  users  to  access  corporate  data. 

The  Desktop  Integration  Division  (formerly 
the  Frontware  Division),  headquartered  in 
Redwood  City  (CA),  provides  software 
products  and  services  under  the  STAR  family 


name  that  assist  organizations  in  their 
delivery  of  client/server  applications  that 
integrate  desktop  systems  with  an  operational 
host. 

Federal  Systems  Group 

This  group  provides  professional  and  systems 
integration  services  and  systems  operations 
that  support  both  military  and  nonmilitary 
products  for  the  federal  government. 

The  Information  Technology  Division, 
headquartered  in  Omaha  (NE)  with  an  office 
in  Washington,  D.C.,  serves  military 
command  and  control,  intelligence,  and 
weather  agencies. 

• The  division  specializes  in  data  handling, 
secure  communications,  networking, 
systems  integration,  and  application 
development  in  support  of  varied  technical 
projects  ranging  from  satellite  data 
collection  to  counter-terrorism. 

• Division  computing  resources  include  data 
processing  facilities  approved  for  classified 
operations  and  substantial  hardware  and 
software  configurations  to  support  software 
life  cycle  activities  in  a distributed 
processing  environment. 

The  Scientific  Systems  Division, 
headquartered  in  Redwood  City  (CA), 
combines  Sterling’s  former  Scientific  Systems 
and  NASA  Ames  divisions.  This  unit  provides 
scientific  software  support  and  professional 
services  to  civil  sectors  of  the  federal 
government,  particularly  in  scientific  and 
engineering  areas,  and  specialty  software 
products  in  advanced  graphics,  visualization, 
and  virtual  reality. 

• The  division’s  contracts  include  projects 
such  as  spacecraft  imagery  and  scientific 
data  systems  and  applications  such  as 
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aerodynamics,  aviation  research,  and 
transportation  safety. 

• Under  contract  to  NASA,  the  division’s 
engineers  designed  and  now  operate  the 
NASA  Science  Internet  and  designed  and 
installed  the  World  W ide  Web  server  home 
page  for  the  WTiite  House. 

• Customers  include  the  Jet  Propulsion 
Laboratory,  the  NASA  Ames  Research 
Center,  the  NASA  Lewis  Research  Center, 
and  the  MIT  Lincoln  Laboratory. 

The  Federal  Electronic  Commerce  Division, 
formed  in  July  1995,  was  merged  back  into 
the  electronic  commerce  businesses  effective 
with  the  Sterling  Commerce  initial  public 
offering. 

Marketing  and  Sales 

Consistent  with  its  decentralized  operating 
style,  Sterling  conducts  its  sales  and 
marketing  activities  in  multiple  software 
divisions  focused  on  specific  product  markets. 
Sterling  sells  its  products  and  services 
through  a combination  of  direct  sales  and 
telesales  organizations,  and,  in  certain 
countries,  through  independent  agents  and 
distributors. 

Each  division  within  the  Electronic 
Commerce,  Systems  Management  and 
Application  Management  Groups  has  its  own 
U.S.  sales  and  marketing  organizations. 

The  International  Group  is  the  channel  to 
international  markets  for  Sterling  products. 
The  group  also  has  a three-year  exclusive 
marketing  and  services  agreement  with 
Sterling  Commerce  for  communications 
software  and  interchange  software  products. 

• The  group  operates  through  six  regional 
divisions  representing  four  regions  of 
Europe,  Asia/Pacific  and  a division 


representing  the  smaller,  emerging  growth 
markets  located  throughout  the  world. 

• Each  division  is  responsible  for  sales, 
marketing,  and  first-level  support  for  all 
Sterling  products  and  services  in  its 
respective  region. 

• The  Northern  Europe  Division, 
headquartered  in  London  (England)  has 
responsibility  for  direct  sales  in  the  U.K., 
Belgium,  the  Netherlands,  Norway,  and 
Sweden  and  has  offices  in  eight  European 
cities. 

• 1 he  Central  Europe  Division,  headquartered 
in  Dusseldorf  (Germany),  has  responsibility 
for  direct  sales  in  Germany,  Switzerland, 
and  Austria  and  has  offices  in  five  European 
cities. 

• The  Southern  Europe  Division, 
headquartered  in  Rome  (Italy),  has 
responsibility  for  direct  sales  in  Italy,  Spain, 
and  Portugal,  and  indirect  sales  in  Italy  and 
has  offices  in  four  European  cities. 

• The  France  Division,  with  an  office  in  Paris, 
has  responsibility  for  direct  sales  in  France. 

• The  Pacific  Division,  headquartered  in 
Tokyo  (Japan),  with  an  office  in  Sydney,  has 
responsibility  for  direct  sales  in  Japan, 
Australia,  and  New  Zealand  and  indirect 
sales  in  Japan. 

• The  Emerging  Markets  Division  (formerly 
the  Distributor  Division),  headquartered  in 
London,  manages  approximately  74  agents 
and  distributors  and  also  has  responsibility 
for  direct  sales  in  Singapore.  Agents  and 
distributors  are  responsible  for  territories 
that  include  Asia  (except  Japan),  the  Middle 
East,  South  Africa,  Eastern  Europe,  Mexico, 
and  Central  and  South  America. 
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Alliances 

Sterling  has  a range  of  alliances/agreements 

with  various  vendors,  including  the  following: 

• In  January  1996,  Sterling  and  SAP  America 
formed  an  electronic  commerce  alliance 
whereby  Sterling  will  work  with  SAP  to 
develop  custom-tailored  EDI  maps  for  North 
American  automotive  industry  companies 
between  GENTRAN: Server  and  SAP  R/3 
client/server  applications  to  effectively 
manage  the  supply  chain. 

Competition 

Major  competitors,  by  operating  group, 

include  the  following: 

• Sterling  Commerce:  GE  Information 
Services,  Advantis,  BT/MCI,  Harbinger, 
Quick  Response  Services,  Inc.  for  network 
services;  Premenos,  Supply  Tech  and  TSI 
International  for  EDI  translation  software; 
Computer  Associates  and  IBM  for 
automated  file  transfer  software;  and 
Computer  Associates  for  banking  software 

• Systems  Management  Group:  Computer 
Associates  and  IBM 

• Applications  Management  Group:  Texas 
Instruments,  Seer  Technologies,  Computer 
Associates,  SAS  Institute,  Business  Objects, 
Cognos,  ClientSoft  (Clientbuilder),  and 
Vmark  (Easel) 

• Federal  Systems  Group:  Computer  Sciences 
Corporation,  PRC,  GTE,  Synectics,  Harris, 
SAIC,  and  Hughes/STX 


INPUT  Assessment 

Sterling’s  strengths  include: 

• A decentralized  organizational  structure 
that  allows  each  business  unit  to  focus  on  its 
targeted  market  segment  and  adjust  quickly 
to  customer  requirements  and  technological 
changes 

• A leadership  position  in  providing  electronic 
commerce  software  and  network  services 

• A strong  base  of  recurring  revenues  (58%  of 
total  revenue  during  fiscal  1995)  from 
product  support  agreements,  product  lease 
and  rental  agreements,  EDI  network 
services  agreements,  and  multiyear  federal 
contracts. 

• A strong  history  of  25  successful 
acquisitions 

• Financial  strength  and  stability — 29 
quarters  of  consecutive  year-over-year 
growth.  In  addition,  after  the  spinoff  of 
Sterling  Commerce,  Sterling  Software  will 
have  more  than  $700  million  in  cash  and 
virtually  no  debt  (the  $115  million  of 
convertible  debentures  were  converted  into 
4.1  million  shares  of  stock  on  February  5, 
1996),  putting  Sterling  in  a good  position  to 
continue  its  acquisition  strategy. 

Challenges  include: 

• Maintaining  Applications  Management 
momentum 

• Accelerating  Systems  Management  growth 


Sterling  Software,  Inc. 
April  1996 
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COMPANY  PROFILE 


STERLING  SOFTWARE,  INC. 
EDI  GROUP 

4600  Lakehurst  Court 
P.O.  Box  7160 
Dublin,  OH  43017-0760 
(614)  793-7000 


Warner  Blow,  Group  President 
Operating  Group  of  Sterling  Software 
Total  Employees:  450 
Total  Revenue,  Fiscal  Year  End 
9/30/91:  $43,641,000 


The  Company  Sterling  Software's  EDI  Group  specializes  in  EDI  services  and 

proprietary  software  products.  Sterling  has  been  offering  third- 
party  EDI  network  services  through  its  ORDERNET  Services 
Division  since  1975  and  has  approximately  5,000  U.S.  and  Canadian 
network  service  clients  representing  a variety  of  industries. 

• The  EDI  Group's  strategy  focuses  on  maintaining  a close 

relationship  with  customers.  The  company  hosts  the  largest  user 
group  meeting  offered  by  any  EDI  service  provider,  with  a wide 
variety  of  workshops  and  industry  participants. 

The  EDI  Group  was  created  in  October  1990,  and  includes  the 
following  divisions: 


Sterling's  existing  ORDERNET  Services  Division,  headquartered 
in  Dublin  (OH),  provides  EDI  network  services,  communications 
and  translation  software  products,  EDI-related  data  base 
services,  and  EDI  education  services. 


The  ORDERNET  International  Division,  headquartered  in 
London,  supports  Sterling's  EDI  business  overseas. 

The  EDI  Labs  Division,  headquartered  in  Dublin  (OH),  provides 
technical  support  for  the  ORDERNET  Services  and 
ORDERNET  International  Divisions.  The  division  is  also 
responsible  for  the  development  and  second-level  support  of  all 
software  products  and  systems  for  Sterling's  EDI  network 
services  and  for  EDI  software  users.  The  EDI  Labs  Division 
focuses  on  the  development  of  the  next  generation  of  EDI 
software  and  systems. 

The  Directions  Division  (formerly  part  of  Sterling's  Applications 
Software  Group),  headquartered  in  Dallas  with  50  employees, 
provides  check  processing  and  electronic  payments  software 
products  for  banks  with  IBM  and  compatible  mainframes.  These 
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operations  were  brought  into  the  EDI  Group  as  part  of  Sterling's 
strategy  to  provide  EDI/EFT  payment  software  and  services  to 
banks  and  corporations. 

Acquisitions  made  by  the  group  during  1991  include  the  following: 

• In  December  1991,  Sterling  finalized  the  acquisition  of  National 
Systems  Corporation  (NSC)  of  New  York  (NY).  NSC  is  a 
software  and  services  firm  that  specializes  in  systems  for  money 
transfer,  cash  management,  and  banking  EDI.  The  acquisition  of 
NSC  provides  Sterling  with  an  entry  into  the  electronic  payments 
market,  which  is  complementary  to  its  existing  EDI  and  paper 
payments  processing  markets.  NSC's  operations  have  been 
merged  into  the  Directions  Division. 

• In  June  1991,  Sterling  acquired  Control  Data's  Redinet  Services 
Division  for  $6.1  million.  Redinet,  with  1990  revenue  of  $2 
million,  provided  EDI  network  services  and  software.  The 
acquisition  added  more  than  1,100  network  services  customers. 
Redinet's  operations  have  been  merged  into  the  EDI  Group. 

The  EDI  Group's  fiscal  1991  revenue  reached  $43.6  million,  a 37% 
increase  over  fiscal  1990  revenue  of  $31.8  million.  Operating  profit 
(before  corporate  expenditures)  reached  $11.9  million,  compared  to 
$7.5  million  for  fiscal  1990.  In  the  three-year  summary  that  follows, 
financials  have  been  restated  to  include  the  operations  of  the 
Directions  Division,  which  was  formerly  part  of  Sterling's 
Applications  Software  Group,  and  to  reflect  a change  in  the  method 
of  accounting  for  software  revenue: 


STERLING  SOFTWARE  EDI  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


• 

FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

Revenue 

$43,641 

$31,755 

$20,401 

• Percent  increase 

from  previous  year 

37% 

56% 

N/A 

Operating  profit 

$11,916 

$7,477 

$6,292 

• Percent  increase 

from  previous  year 

59% 

19% 

N/A 

Revenue  growth  during  fiscal  1991  was  attributed  to  a $3.3  million 
increase  in  EDI  product  sales,  a $3.0  million  increase  in  product 
support  revenues,  and  a $5.6  million  (42%)  increase  in  network 
service  revenues. 
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In  addition  to  increased  product  sales  of  EDI  translation 
software,  the  group  continued  its  expansion  into  foreign  markets, 
moving  into  Europe  in  1991. 


c 


Key  Products  and  INPUT  estimates  that  approximately  56%  ($24.6  million)  of  the 
Services  EDI  Group's  fiscal  1991  revenue  was  derived  from  software 

products  and  associated  support  services  and  44%  ($19.0  million) 
from  network  services. 

Sterling  provides  EDI  network  services  and  software  products  to 
customers  in  the  pharmaceutical,  grocery,  hardware  and 
housewares,  retail,  medical/surgical  distribution,  mass 
merchandising,  warehousing,  transportation,  automotive  and  heavy 
equipment,  petrochemical,  paper,  and  packaging  industries. 

As  a result  of  acquisitions  and  internal  sales,  the  EDI  network 
services  customer  base  increased  163%  during  fiscal  1991,  from 
1,900  to  5,000  customers.  The  EDI  software  customer  base  went 
from  900  to  3,500  customers. 

Network  Services: 

Using  Sterling's  data  center  in  Dublin  (OH),  ORDERNET  provides 
an  on-line  network  to  manage  and  control  the  flow  of  standardized 
business  documents  between  trading  partners  that  regularly 
transmit  electronic  documents  to  one  another. 

• ORDERNET  traces  its  EDI  involvement  to  1975  when 
Informatics  General  began  ORDERNET  EDI  services  to  the 
wholesale  pharmaceutical  industry.  Currently,  ORDERNET 
serves  a variety  of  industries  using  industry-specific  formats  and 
ANSI  X12  standards,  TDCC,  EDIFACT,  and  industry  dialects. 

• GTE  Health  Systems  makes  ORDERNET's  network  services 
available  to  hospitals  using  GTE  Health  Systems'  MedSeries  4 
software.  GTE  is  providing  the  communications  interface 
through  a network  product  called  GATEWAY ‘EXPRESS. 

• Electronic  transmission  of  hospital  chargebacks  (rebates) 
between  wholesalers  and  pharmaceutical  manufacturers  is 
available,  using  the  three  National  Wholesale  Druggists' 
Association  formats:  Bid  Award  Notification  to  Wholesaler, 
Chargeback  Debit  Memo  to  Manufacturer;  and  Chargeback 
Reconciliation  to  Wholesaler. 

• ORDERNET  entered  the  hardlines  market  in  1982  with  the 
EAGLE  industry  standard  selected  by  the  American  Hardware 
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Manufacturer's  Association.  This  proprietary  system  continues 
to  dominate  the  hardlines  sector. 

• In  1984,  the  grocery  market  was  targeted  and  the  majority  of 
members  of  the  food  distribution  chain  today  use  ORDERNET 
Services. 

• The  company  entered  the  retail  area  in  1987.  Working  with  Just- 
in-Time and  Quick  Response  programs  already  in  place, 
hundreds  of  mass  merchandisers  and  chain  retailers  throughout 
the  U.S.  are  Sterling  clients. 

• The  transportation  segment  was  entered  in  1990  with  the 
acceptance  of  the  LINX  program  by  the  ports  of  Tacoma  and 
Seattle. 

• ORDERNET  supports  internetwork  traffic  with  BT  North 
America’s  EDI’NET  at  no  additional  user  cost.  Other 
internetwork  agreements  have  been  established  with 
Kleinschmidt,  GE  Information  Services,  ARI  (formerly 
Agridata),  AT&T,  Bell  Atlantic,  CompuServe,  Harbinger,  IBM 
Information  Network,  Infonet,  Sears,  Sprint/United  Telecom, 
Trade  Route/Telecom  Canada,  Transnet,  Transettlements,  User 
Base  Systems,  and  Western  Union/Easy  Link. 

Translation  between  X12,  UCS,  and  industry-specific  standards  is 
available  through  an  in-network  translation  service  that  uses  the 
same  technology  as  Sterling's  translation  software  products. 

ORDERNET  offers  a media  conversion  service  that  permits 
electronic  documents  to  be  converted  to  hardcopy 
(EDI/LaserMailSM  for  mailing)  or  to  facsimile  transmissions 
(EDI/FaxSM  for  delivery  to  any  trading  partner's  fax  machine). 
These  operations  allow  100%  delivery  regardless  of  trading 
partner  EDI  capability. 

ORDERNET  Services  offers  DOCULINK,  a series  of 
communications  software  packages  that  are  built  to  emulate  the 
communications  protocols  used  most  commonly  in  micro,  mini,  and 
mainframe  computers  and  will,  with  the  appropriate  internal  or 
external  modem,  transmit  and  receive  data  with  the  ORDERNET 
network. 


DOCULINK/OS  provides  for  bisynchronous  communications, 
and  works  with  IBM  30XX,  43XX,  or  compatibles  running  the 
OS  operating  system. 
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• DOCULINK/MNP  is  a software  product  to  effect  Microcom 
Networking  Protocol  (MNP)  communications  on  an  IBM  PC  or 
compatible. 

• DOCULINK/BSC  provides  bisynchronous  communications  on 
an  IBM  PC  or  compatible. 

• DOCULINK/SNA  provides  synchronous  communications  for 
IBM-compatible  mainframes. 

• In  addition  to  these  packages,  ORDERNET  supports  speeds 
from  2400  bps  to  56K  bps  through  either  leased  or  dial-up 
connections. 

MarketQuest™,  introduced  in  1989,  is  a data  base  service  that 
builds  on  EDI  documents,  such  as  purchase  orders  and  invoices, 
that  trading  partners  send  during  the  normal  course  of  their 
business.  Data  base  information  is  released  only  with  prior  written 
approval  of  the  data  supplier. 

• MarketQuest  enables  manufacturers  to  tap  into  a system  of 
shared  information  about  market  trends,  penetration,  product 
acceptance  and  markets. 

• MarketQuest  is  currently  offered  in  the  animal  and  human 
health  markets  and  the  electrical  industry. 

Software  Products: 

Sterling's  EDI  translation  software  translates  data  from  internal 
formats  into  standard  formats  for  EDI  transmission,  and  interprets 
incoming  EDI  communications  back  to  internal  formats  for 
processing. 

Sterling's  major  EDI  software  products,  GENTRAN  and 
TRANSLATOR,  provide  translation  software  for  mainframe, 
midrange,  and  personal  computer  platforms.  The  software 
currently  supports  the  following  environments: 

• IBM  30XX,  42xx,9370  under  MVS  and  DOS/VSE 

• DEC  VAX  under  VMS 

• IBM  S/36,  S/38,  and  AS/400 

• IBM  PC  and  PS/2  families  and  compatibles 

• UNIX  (available  end  of  1992) 
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In  March  1992,  Sterling  announced  Hitachi  VOS1  and  VOS3 
versions  of  TRANSLATOR  and  a Fujitsu  MSP  version  of 
GENTRAN  to  support  business  operations  in  the  Pacific  Rim 
Europe,  and  in  the  U.S. 


Features  of  Sterling's  translation  software  include: 


The  software  products  translate  data  from  internal  fixed-length 
record  formats  to  variable-length  data  formats  for  EDI 
transmission,  and  interpret  received  EDI  communications  back 
into  internal  formats  for  processing. 


Support  for  ANSI  X12  and  its  subsets  (CIDX,  EDX,  VICS) 
UCS,  WINS,  and  TDCC  (Motor,  Rail,  Ocean,  Air)  standards 
well  as  EDIFACT,  TRADACOMS  (U.K.),  and  ODETTE 


as 


• Thorough  compliance  checking.  This  checking  includes 
validation  of  control  numbers,  transaction  IDs,  segment  IDs, 
segment  sequencing,  presence  of  mandatory  segments  and 
elements,  minimum  and  maximum  element  length,  element  type, 
code  values,  frequency  of  segments  and  loops,  and  interelement  ’ 
dependencies.  User  exits  are  available  if  needed  for  additional 
processing. 


Management  functions  provide  extensive  auditing  and  reporting 
controls.  The  user  has  full  control  of  EDI  activity,  document 
flow,  and  functional  acknowledgements.  Auditing  can  be  done  at 
interchange,, group,  or  transaction  level;  inbound,  outbound  or 
both. 


GENTRAN  can  also  be  used  in  a corporate  gateway 
environment  where  the  product  resides  on  a central  computer 
and  multiple  divisions  use  its  processing  capability. 

On-line  software  maintenance  (PC  or  CICS  for  IBM 
mainframes)  features  include: 

Trading  Partner  Profiles.  Dozens  of  options  to  customize 
trading  partners  include  choices  of  envelopes, 
acknowledgements,  versions,  transaction,  and  control 
numbers. 

- Advanced  Data  Mapping.  Mapping  is  the  process  by  which  the 
application  files  are  defined  to  the  translator.  The  greatest 
advances  in  translation  software  in  the  last  two  years  have 
occurred  in  this  area.  The  need  for  external  programming  by 
the  user  is  entirely  obviated.  As  a productivity  tool,  on-line 
mapping  has  reduced  software  implementation  time  by  an 
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order  of  magnitude.  The  system  includes  code  and  data 
element  translation  tables  (set  up  and  maintain),  conditional 
mapping,  subfield  mapping  and  user  exits. 

- Standards  Maintenance.  The  user  can  now  build  and  maintain 
individual  standards  using  the  existing  standards  as  models. 

All  are  facilitated  by  on-line  screens.  This  is  useful  for 
creating  "private"  versions  of  standards  for  individual  trading 
partners. 

- Security.  Each  partner  profile,  map,  standard,  etc.  can  be 
secured  by  system  users  to  have  read-only  access,  full  access, 
or  no  access.  Production  "locks"  prohibit  accidental  disruption 
of  production  profiles,  maps,  etc.  Each  user  has  an  ID  and 
password  and  changes  are  recorded  by  user  with  date/time 
stamps. 

- Audit.  In  addition  to  batch  audit  reporting  capabilities, 
screens  allow  activity  audit  by  partner  by  date/time  range. 

• Initial  license  fees  for  the  EDI  translators  are  as  follows: 


IBM  Mainframe: 

From 

$37,000 

DEC  VAX: 

From 

$7,500 

IBM  S/3X: 

From 

$6,000 

IBM  AS/400: 

From 

$7,500 

IBM  PC/PS2: 

From 

$1,295 

During  1991,  Sterling  released  two  mainframe  translation  products 
as  follows: 

• Event  Driven  EDI  allows  users  to  dynamically  invoke  translation 
software  based  on  completion  of  a predefined  event. 

• Real  Time  EDI  allows  users  to  directly  connect  to  their  trading 
partners  and  receive  confirmations  in  an  on-line  CICS 
environment. 

• In  February  1992,  Sterling  and  American  Software  announced  a 
joint  agreement  to  provide  business  applications  incorporating 
real-time  EDI. 

GENTRAN  Plus  for  IBM  mainframes  builds  on  the  strengths  of 
GENTRAN  and  SUPERTRACS  (Sterling's  communications 
engine)  to  integrate  translation,  communications,  mailboxing,  and 
mapping  into  a fully  automated  EDI  operation.  It  can  be  used  to 
support  a corporate  EDI  gateway  environment,  managing  many 
different  internal  clients  as  well  as  external  EDI  networks  and/or 
direct  connections. 
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• GENTRAN  Plus  supports  its  own  telecommunication  lines 
(2780/3780  and  SNA),  performs  autodial  on  a scheduled  basis, 
and  provides  operator  screens  for  controlling  communications, 
restoring  transmitted  interchanges,  viewing  EDI  data,  etc. 

• Initial  license  fees  for  GENTRAN  Plus  range  from  $92,000  to 
$139,000.  The  product  is  available  for  both  MVS  and  DOS/VSE 
environments. 

During  1991,  Sterling  introduced  GENTRAN/400  Release  5.0, 
which  combined  GENTRAN  with  its  SUPERTRACS 
communications  product  for  the  IBM  AS/400. 

• In  December  1991,  Sterling  and  J.D.  Edwards  & Company  (JDE) 
formed  a strategic  alliance  resulting  in  the  integration  of 
GENTRAN/400  with  JDE's  family  of  application  products  for 
the  IBM  AS/400. 

• In  December  1991,  Whittman-Hart,  a leading  provider  of 
specialty  services  for  IBM  midrange  computers,  agreed  to 
provide  demonstration  facilities  and  integration  support  to  users 
and  potential  users  of  GENTRAN/400  EDI  translation  software. 

During  1992,  the  following  packages  will  be  blended  into  one 
product-GENTRAN  PC: 

• Quick*Tran  is  a micro  EDI  product  combining  translation 
software  bundled  with  asychronous  or  bisychronous  DOCULINK 
communications  software  and  offers  a limited  number  of  EDI 
data  formats.  The  product  is  targeted  to  small  suppliers  of  a hub 
EDI  user.  Quick*Tran  is  priced  at  $1,295. 

• Micro*Tran  adds  a front-end  capability  that  interfaces  the  user's 
system  to  internal  applications  and  eliminates  rekeying. 

• Pro*Tran  is  a micro  EDI  product  that  provides  all  the 
functionality  of  Micro*Tran  plus  a developer's  toolkit  that  allows 
users  to  to  create  their  own  custom  screen  and  print  formats  to 
suit  an  unlimited  range  of  specific  trading  requirements. 

Pro*Tran  can  be  used  as  a standalone  product  or  on  the  user's 
PC,  or  interfaced  with  applications  on  their  host  computer. 

Support  Services: 

ORDERNET  has  always  provided  customer  training  on  network 
installation  and  various  EDI  software  products.  Although  these 
services  are  still  available,  Sterling  also  created  the  EDI  Center  in 
1985  to  provide  more  generic  EDI  through  various  delivery  modes. 
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Options  include: 

• Training  at  EDI  Center  classrooms  or  at  customer  sites 

• STEP  (Self-Tailored  Education  Program),  which  custom  designs 
training  modules 

• The  EDI  Center  video  library 

Topics  include  Team  EDI,  The  Business  Side  of  EDI,  The 
Technical  Side  of  EDI,  Trading  Partner  Expansion  Strategies, 
Building  Audits  and  Controls,  The  EDI  Payback,  Mapping  and 
Standards,  and  Twelve  Steps  to  Successful  EDI  Implementation. 

The  EDI  Center  has  trained  over  12,000  people  from  9,000 
organizations. 

ORDERNET  Customer  Services  representatives  assist  clients  in 
EDI  implementation  and  ongoing  support.  ORDERNET 
management  maintains  that  the  ORDERNET  Division  occupies  the 
premier  position  in  the  industry  regarding  customer  support. 

The  Very  Important  Partners  (VIP)  program  assists  major 
purchasers  to  bring  their  trading  partners  into  the  EDI 
environment. 

Directions  Division: 

The  Directions  Division,  which  contributed  about  $9.5  million  to 
fiscal  1991  revenue,  provides  software  products  to  the  banking  and 
finance  industry  for  check-processing  applications. 

• The  VECTOR  product  family  is  designed  for  IBM  mainframes 
and  is  used  by  commercial  banks,  savings  and  loans,  credit 
unions,  and  finance  companies. 

- VECTOR  products  (VECTOR  3-12  and  VECTOR  3000- 
5000)  are  available  for  bulk  file/on-line  fine  sort,  on-line 
adjustment  processing,  on-line  returns/exceptions  processing, 
on-line  CPCS  reconciliation/balancing,  on-line  bank 
reconciliation,  on-line  collections  processing,  transaction 
analysis,  general  inquiry  and  research,  signature  verification, 
check  clearing  and  availability,  and  cash  letter  collection. 

- New  products  scheduled  for  1992  include  VECTOR 
CONNEXION,  an  EDI  banking  system  supporting  EDI 
payment  origination,  remittance,  delivery,  lockbox  merge,  and 
EDI  translation;  and  the  VECTOR  Electronic  Presentment 
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System,  which  is  designed  to  control  operations  associated 
with  electronic  check  presentment. 

- VECTOR  products  range  in  price  from  $12,000  to  $112,000. 
Over  450  North  American  banks  and  other  financial 
institutions  have  installed  over  1,000  VECTOR  products. 


Primary  industries  addressed  by  Sterling's  EDI  network  services 
business  include  health  care,  grocery,  hardlines,  retail,  and 
transportation.  In  1991,  Sterling  expanded  these  markets  to  include 
the  automotive,  chemical  and  petroleum,  paper  and  packaging,  and 
insurance  industries  through  internal  growth  and  the  acquisition  of 
Redinet. 

Sterling  has  received  endorsements  from  several  major  trade 
associations  and  has  exclusive  endorsements  from  the  National 
Grocers  Association  for  EDI  services  and  software  products. 

ORDERNET  has  over  60  strategic  partners.  Recent  alliances 
include  the  following: 

• In  January  1992,  Sterling  and  Information  Access  Inc.  (IAI) 
entered  into  an  agreement  allowing  IAI  to  market  and  support 
ORDERNET's  EDI  network  services  as  an  integral  component 
of  IAI's  computer  systems  and  services  to  food  brokers. 

• In  January  1992,  Health  Services  Corporation  of  America 
(HSCA)  agreed  to  recommend  ORDERNET  services  to  its 
members  as  an  EDI  software  and  services  provider. 

• In  May  1991,  Georgia  Freight  Bureau,  Inc.,  a large  shipper  and 
transportation  management  association  in  the  Southeast, 
announced  it  would  recommend  Sterling's  EDI  software  and 
services  to  its  members. 


INPUT  estimates  that  over  95%  of  the  EDI  Group's  fiscal  1991 
revenue  was  derived  from  the  U.S.  and  the  remainder  from 
international  sources. 

The  Group  markets  its  products  and  services  directly  in  the  U.S., 
Canada,  and  Europe.  In  addition  to  the  headquarters  in  Dublin 
(OH),  North  American  offices  are  located  in  Cleveland,  Columbus, 
New  York,  and  Toronto. 

The  Group's  international  headquarters  is  in  London.  There  is  also 
an  office  in  Tokyo. 
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ORDERNET  Services  has  developed  a significant  international 
presence,  forming  agreements  with  TradeLink  in  Australia 
(establishing  the  first  EDI  link  between  Australia  and  North 
America)  and  Global  VAN  Japan  (establishing  Global  VAN  as  a 
reseller  for  EDI  software  and  services  in  Japan  to  firms  engaged 
in  trade  with  North  America). 
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1 1 21  San  Antonio  Road 
Palo  Alto,  CA  94303 
(415)  964-9900 


Geno  P.  Tolari,  Group  President 
Operating  Unit  of  Sterling  Software,  Inc 
Total  Employees:  1,000 
Total  Revenue,  Fiscal  Year  End 
9/30/91:  $83,979,000 


The  Company 


Sterling's  Federal  Systems  Group  provides  technical  professional 
services,  systems  operations,  and  systems  integration  services  to  the 
federal  government. 

In  October  1991,  Sterling  acquired  Knowledge  Systems  Concepts, 
Inc.  of  Rome  (NY)  for  $1.8  million  plus  contingent  payments  based 
on  future  performance. 

• Knowledge  Systems  is  a high-technology  research  and 
development  company  that  provides  professional  services 
primarily  to  the  Department  of  Defense. 

• The  acquisition  added  expertise  in  requirements  analysis, 
research,  and  development  to  Sterling's  Intelligence  and  Military 
Division. 

The  Group  is  currently  organized  into  three  operating  divisions,  a 
Group  headquarters,  and  a Software  Products  Division  operating  at 
the  Group  level. 

• The  NASA/Ames  Division,  headquartered  in  Palo  Alto  (CA), 
provides  technical  professional  and  systems  operations  services 
to  the  NASA/Ames  Research  Center  in  Mountain  View  (CA). 

- Sterling  Software  has  supported  Ames  Research  Center 
continuously  since  1967.  The  NASA/Ames  Division  was 
created  at  the  beginning  of  fiscal  1991  with  the  charter  of 
servicing  this  one  major  client. 

- This  division  also  operates  the  Advanced  Computational 
Facility  supercomputer  center  at  NASA/Ames  and  has  been 
responsible  for  its  development  and  operation  since  1981. 

- With  500  people  on  contract,  Sterling  currently  holds  a major 
market  share  at  NASA/Ames  Research  Center. 
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• The  Intelligence  and  Military  Division  (IMD),  headquartered  in 
Bellevue  (NE)  with  305  employees,  primarily  serves  the 
Department  of  Defense  (DoD)  and  national  intelligence 
agencies.  IMD's  business  focus  is  to  provide  customized  software 
services  for  automation  of  classified  programs  for  the  federal 
government. 

• The  Systems  and  Scientific  Division,  headquartered  in  Palo  Alto 
(CA)  with  110  employees,  provides  two  distinct  services:  general 
technical  professional  support  services,  and  services  in  specific 
technology  niches  and  specialty  scientific  application  disciplines. 

• The  Software  Products  Division  (formerly  the  Special  Programs 
Department),  with  six  employees,  emphasizes  workstation 
visualization  graphics  and  animation  and  UNIX  networking 
software  products  for  commercial  clients. 

Fiscal  1991  revenue  was  $84.0  million,  a 2%  decrease  from  fiscal 
1990  revenue  of  $85.5  million.  Operating  profit  declined  17%,  from 
$7.6  million  to  $6.3  million.  A three-year  financial  summary 
follows: 


STERLING  SOFTWARE,  INC. 
FEDERAL  SYSTEMS  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
(S  thousands) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

Revenue 

• Percent  increase 

$83,979 

$85,512 

$82,640 

(decrease)  from 
previous  year 

(2%) 

3% 

14% 

Operating  profit  (a) 

• Percent  increase 

$6,312 

$7,565 

$7,307 

(decrease)  from 
previous  year 

(17%) 

4% 

7% 

(a)  Before  corporate  items. 


Sterling  management  attributes  fiscal  1991  results  to  lower  billings 
on  federal  government  contracts  and  lower  contract  margins. 

During  1991,  the  group  was  successful  in  securing  several  new 
contracts  and  contract  renewals.  Estimated  revenue  attributed  to 
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these  new  contracts  and  contract  renewals  is  approximately  $70 
million  over  the  next  five  years.  Most  of  the  contracts  were  an 
expansion  or  extension  of  ongoing  support  services  to  NASA  or  the 
DoD. 

Federal  Systems  Group  competitors  include  Computer  Sciences 
Corporation  and  Boeing  Computer  Services. 


INPUT  estimates  that  approximately  69%  of  the  Federal  Systems 
Group's  fiscal  1991  revenue  was  derived  from  professional  services, 
24%  from  systems  operations,  6%  from  systems  integration,  and  the 
remaining  1%  from  software  products. 

The  NAS  A/ Ames  Division,  which  specializes  in  aerospace 
technology  and  related  sciences,  provides  professional  and  systems 
operations  services  to  the  NASA/Ames  Research  Center. 

• The  division  provides  on-site  technical  staff,  day-to-day  systems 
operations  and  maintenance  support,  hardware  and  software 
enhancements,  secure  processing,  and  performance  monitoring. 
This  division  also  provides  system  evaluation,  benchmarking, 
performance  assessment,  integration,  conversion,  optimization, 
networking  design,  and  assistance  in  software  design,  facilities 
design,  and  system  implementation. 

• The  division  has  been  responsible  for  the  development  and 
operation  of  the  Advanced  Computational  Facility  at  the 
NASA/Ames  Research  Center  since  1981,  and  other  computer 
centers  for  the  federal  government  since  the  early  1970s. 

• During  the  year,  Sterling's  five-year  NASA/Ames  Airborne  Data 
Systems  Support  Services  contract  was  renewed,  with  a value  of 
up  to  $8  million. 

• In  April  1992,  the  division  was  selected  for  negotiations  leading 
to  award  of  contract  for  a supercomputing  capability  to  scientific 
users  at  NASA/Ames.  The  cost-plus-award-fee  contract, 
estimated  by  NASA  at  $160  million,  calls  for  a four-year  base 
period  and  a three-year  option  period.  Sterling  has  provided  a 
supercomputer  capability  to  Ames  under  a predecessor  contract 
since  1987. 

• In  July  1990,  Sterling  was  awarded  a previously  disputed  five- 
year,  professional  services  contract  with  NASA/Ames,  which 
represents  a continuation  and  expansion  of  work  conducted  by 
the  group  since  1970. 
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The  Intelligence  and  Military  Division  provides  continuous  support 
for  highly  specialized  military  communications  and  intelligence 
systems  related  to  communications  processing,  automated  message 
handling,  and  networking  and  intelligence  data  handling  for  the  Air 
Force  Intelligence  and  the  DoD  Intelligence  Information  System. 

• In  February  1992,  the  division  was  awarded  a new  56-month,  $29 
million  contract  to  provide  operations  and  maintenance,  and 
technical  services  support  to  the  Air  Force  Global  Weather 
Center  (AFGWC),  Offutt  Air  Force  Base,  Nebraska.  Sterling 
will  provide  hardware  and  software  maintenance  to  support  Site 
II  (routing  network),  UPS  (power  supply  system),  and  the 
Satellite  Data  Handling  System  (weather  graphics  and  imagery 
system). 

• In  September  1991,  Sterling  was  selected  for  the  Observational 
Systems  Science  Data  Systems  Support  contract  with  Jet 
Propulsion  Laboratories  (JPL).  The  contract  is  for  five  years. 
The  predecessor  contract  (also  to  Sterling)  was  five  years  in 
duration  and  generated  about  $4.5  million  in  revenue  to  Sterling 
in  its  last  year. 

• In  August  1991,  Sterling  was  awarded  a 36-month,  $38  million 
contract  renewal  with  Air  Force  Rome  Laboratory  to  continue 
support  of  the  DoD  Intelligence  Information  Systems 
Communications  Support  Processor  (CSP)  External  Assistance 
program.  Sterling  originally  developed  the  CSP  to  automate  the 
handling  of  highly  classified  material. 

The  Systems  and  Scientific  Division  provides  technical  professional 
services  and  technical  specialty  services  in  specific  technology 
niches. 

■ General  technical  professional  support  services  include 
programming  and  analysis,  software  development,  software 
maintenance,  software  quality  assurance,  systems  engineering, 
acquisition  services  for  software  and  hardware,  and  systems 
operations  (facilities  management). 

• Capabilities  in  technology  niches  include  rotor  test  systems, 
aerospace  human  factors/simulation,  radar  and  micro  siting 
analysis,  real-time  data  acquisition  systems  (wind  tunnels,  control 
systems,  airborne  science),  image  processing  and  geographic 
information  systems,  workstation  graphics  and  animation, 
computational  fluid/aero/thermo  dynamics,  UNIX  networking, 
and  systems  operations  (primarily  in  scientific  centers). 
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• Areas  of  scientific  expertise  include  simulation  and  aerospace 
human  factors,  systems  operations  and  systems  support,  data 
acquisition,  rotor  technology,  systems  engineering,  advanced 
graphics,  animation,  and  scientific  visualization,  computational 
fluid/aero/thermo  dynamics,  experimental  aerodynamics  and 
wind  tunnel  testing,  space  research,  atmospheric  physics,  and 
applied  artificial  intelligence. 

• In  conjunction  with  Jet  Propulsion  Laboratories,  Sterling  has 
provided  complete  image  processing  for  the  jet  propulsion  efforts 
on  the  Neptune/Voyager  encounter. 

The  Software  Products  Division  supports  workstation  visualization 

graphics  and  animation,  and  UNIX  networking  software. 

• The  Graphics  Special  Programs  currently  develops,  markets,  and 
supports  Sterling  SSV,  a generalized  scientific  visualization 
system,  Sterling  GAS,  a scientific  graphics  animation  system,  and 
Sterling  SURF,  a three-dimensional  surfing  rendering  system. 
These  products  run  on  high-performance  UNIX  graphics 
workstations,  such  as  Silicon  Graphics'  IRIS  4D  Series,  the  HP 
9000  SRX  and  TurboSRX  series,  and  the  IBM  RISC/System 
6000  series. 

• The  Network  Special  Programs  currently  develops,  markets,  and 
supports  Sterling  NQS,  a generalized  network  queuing  system. 
This  package  runs  in  AT&T  System  V UNIX  environments,  such 
as  Amdahl  UTS,  Silicon  Graphics  IRIS,  Sun  and  Sun 
SPARCstation,  Floating  Point  systems,  IBM  AIX,  HP  HP-UX, 
and  DEC  ULTRIX,  and  in  homogeneous  and  heterogeneous 
networks  based  on  the  TCP/IP  protocol. 

• During  1991,  Sterling  received  a new  contract  to  provide 
scientific  visualization  support  for  the  Ford  Motor  Company's 
research  activities. 


Virtually  100%  of  the  group's  revenues  are  derived  from  the  federal 
government. 

The  Federal  Systems  Group  is  currently  providing  products  and 
services  to  the  federal  government  under  approximately  100 
separate  contracts,  eight  of  which  are  with  NASA/ Ames  Research 
Center. 

• Sterling  has  been  a prime  contractor  to  NASA  for  nearly  25  years 
and  has  been  a significant  contributor  to  NASA's  scientific 
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discoveries  by  providing  data  acquisition,  data  control,  graphics, 
star  tracking,  and  flight  planning  software  for  astronomical  and 
meteorological  experiments. 


One  hundred  percent  of  revenue  is  derived  from  the  U.S. 

The  Federal  Systems  Group  has  offices  in  Palo  Alto  (CA),  Bellevue 
(NE),  Rome  (NY),  and  Vienna  (VA). 
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STERLING  SOFTWARE  .INC.. 
SYSTEMS  SOFTWARE  bROUP 

5900  Canoga  Avenue 
Woodland  Hills,  CA  91367 
(818)  716-1616 


Werner  L.  Frank,  Group  President 
Operating  Group  of  Sterling  Software,  Inc 
Total  Employees:  500 
Total  Revenue,  Fiscal  Year  End 
9/30/91:  $83,348,000 


The  Company 


Sterling  Software's  Systems  Software  Group  offers  a range  of 
systems  software  products  and  associated  support  services  for 
storage  management,  applications  development,  and  data 
communications. 

During  fiscal  1990,  Sterling  announced  three  initiatives  involving  its 
systems  software  product  offerings: 

• The  Corporate  Storage  Management  Initiative  (CSMI)  addresses 
the  storage  management  market  and  is  a strategy  to  combine 
new  technology  with  Sterling's  existing  storage  management 
products  to  provide  customers  with  the  most  advanced  systems 
managed  solutions  available,  encompassing  multiple  platforms 
and  operating  environments,  and  conforming  to  IBM's  SAA. 

• The  Corporate  Applications  Management  Initiative  (CAMI) 
addresses  the  applications  development  and  information 
management  market  and  is  a strategy  to  develop  existing 
products  to  work  with  IBM's  AD/Cycle  methodology. 

• The  Corporate  Data  Communications  Initiative  (CDCI) 
addresses  the  data  communications  market  and  the  need  for 
more  sophisticated  communications  software  by  supporting 
additional  protocols,  more  platforms,  and  increasingly  complex 
networks. 

Recent  acquisitions  include  the  following: 

• During  1991,  Sterling  acquired  Tefen  Lab,  a software 
development  facility,  from  Policy  Management  Systems 
Corporation.  The  lab,  located  in  Tefen  (Israel),  will  focus  on 
network  management  software  solutions  and  on  porting  existing 
Sterling  systems  software  products  to  run  in  a LAN  environment. 
The  unit  now  reports  to  the  Software  Labs  Division. 


June  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  6 


STERLING  SOFTWARE  SYSTEMS  SOFTWARE  GROUP 


INPUT 


• In  January  1992,  Sterling  acquired  Prosmake,  a software 
development  group  based  in  Tokyo.  The  lab  now  reports  to  the 
Software  Labs  Division. 

• In  early  1992,  Sterling  acquired  Dynatest  for  Windows,  a 
programming  aid,  from  Innovative  Business  Systems.  The 
product  will  be  renamed  Sterling  Test  Pro  for  Windows  and  will 
be  marketed  through  the  Dylakor  Division. 

The  Systems  Software  Group  is  currently  organized  into  the 
following  units: 

• The  Dylakor  Division,  headquartered  in  Chatsworth  (CA), 
provides  a family  of  file  management  report  writer  products  with 
micro-to-mainframe  links  to  increase  programmer  productivity. 
This  division  also  includes  the  operations  of  the  former  Answer 
Systems  Division,  headquartered  in  Woodland  Hills  (CA),  which 
markets  application  development  products  for  users  of 
mainframes,  minicomputers,  and  microcomputers;  CASE  front- 
end  and  repository  products;  and  develops  products  for  certain 
hardware  and  software  manufacturers  to  access  data  housed  on 
IBM  mainframes. 

• The  AD  Labs  Division,  headquartered  in  Montreal  (Canada) 
and  with  satellite  labs  in  North  America,  supplies  research  and 
development  capabilities  for  the  products  marketed  by  the 
Dylakor  Division. 

• The  Systems  Software  Marketing  Division,  headquartered  in 
Rancho  Cordova  (CA),  markets  storage  management  and  data 
communications  products  domestically. 

• The  Software  Labs  Division,  headquartered  in  San  Bernardino 
(CA),  supplies  research  and  development  capabilities  for  the 
products  offered  by  the  Systems  Software  Marketing  Division. 
The  division  has  other  satellite  labs  in  California,  Canada, 
Norway,  Israel,  and  Japan. 

• The  Sterling  Software  International  Division,  headquartered  in 
London  (England),  markets  products  developed  by  AD  Labs  and 
Software  Labs  internationally. 

Fiscal  1991  revenue  reached  $83.3  million,  a 19%  increase  over 
fiscal  1990  revenue  of  $70.0  million.  Operating  profit,  rose  17%, 
from  $14.6  million  in  fiscal  1990  to  $17.0  million  in  fiscal  1991.  In 
the  three-year  summary  that  follows,  financials  have  been  restated 
to  reflect  a change  in  the  method  of  accounting  for  software 
revenue: 
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STERLING  SOFTWARE,  INC. 
SYSTEMS  SOFTWARE  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

Revenue 

$83,348 

$70,041 

$60,268 

• Percent  increase 
from  previous  year 

19% 

16% 

N/A 

Operating  profit  (a) 

• Percent  increase 

$17,002 

$14,585 

$12,184 

from  previous  year 

17% 

20% 

N/A 

(a)  Before  corporate  items. 


Sterling  management  attributes  revenue  increases  in  fiscal  1991  to 
increased  sales  of  the  group's  storage  management,  application 
development,  and  data  communications  management  products,  as 
well  as  the  inclusion  of  full-year  revenues  from  products  acquired 
during  1990.  Product  support  revenue  also  increased  23%  during 
fiscal  1991. 


Key  Products  and  Approximately  53%  of  the  Systems  Software  Group's  fiscal  1991 
Services  revenue  was  derived  from  systems  software  products  and  47%  from 

associated  maintenance  services. 

The  Systems  Software  Group  provides  a range  of  software  products 
to  improve  the  operations  of  large  data  processing  centers. 

• The  group's  customers  are  primarily  Fortune  1000  companies  in 
various  industries  with  major  IBM  installations. 

• The  group's  systems  software  products  are  summarized  in  the 
exhibit  and  generally  address  three  data  processing  areas: 

- Storage  management  products  manage  and  control  a data 
center  and  the  storage  requirements  of  a computer. 

- Applications  management  products  assist  programmers  with 
timesaving  development  tools,  utilities,  and  mainframe  data 
extraction,  including  products  within  the  CASE  market. 

- Data  communications  products  provide  both  intercompany 
and  intracompany  data  exchange  and  are  used  in  such 
business  applications  as  cash  management,  electronic  funds 
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transfer,  EDI,  and  point-of-sale  data  collection  and 
dissemination. 

• The  products  are  available  for  IBM  and  compatible  mainframes 
and  microcomputers  under  multiple  operating  systems. 

• There  are  currently  over  15,000  copies  of  mainframe  software 
and  67,000  copies  of  other  software  products  installed  worldwide. 

New  products  include  the  following: 

• During  1991,  in  support  of  CSMI,  Sterling  continued  with  the 
second  phase  of  the  strategy  following  the  1990  release  of  SAMS 
(Storage  Automation  Management  System).  The  second  phase, 
EAGLE,  includes  products  that  allow  storage  administrators  to 
manage  massive  amounts  of  data  at  multiple  sites  concurrently, 
in  a real-time  mode.  Availability  is  scheduled  for  1992. 

• A new  Sterling  DEVELOPER  release  added  Windows  3.0 
support. 

• Major  features  were  added  to  ZIM  (a  4GL  development  tool) 
and  TestPro  (micro-based  automated  testing  product). 

• Under  CAMI,  Sterling  also  began  outlining  a development 
project,  code-named  Odyssey,  that  will  provide  cooperative 
processing  capabilities  and  graphical  user  interfaces  to  its  current 
DYL  products. 

• The  first  new  product  under  Sterling's  CDCI  strategy  was 
released  during  1991.  The  product,  SUPERTRACS  SPC, 
provides  asynchronous  and  synchronous  protocol  conversion 
through  software  executed  on  an  OS/2  platform. 

Most  customers  elect  to  purchase  ongoing  maintenance  and  service 

contracts  for  an  annual  cost  equal  to  approximately  12%  to  16%  of 

the  current  license  cost  of  the  products. 
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STERLING  SOFTWARE  SYSTEMS  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

Storage  Management 

DMS/OS 

DMS/MSP 

DMS/IB 

SAMS 

SMS/MIGRATOR 

RESTORE  MONITOR 

SPACE  MONITOR 

VAM  (Volume  Allocation  Manager) 

SHRINK 

- SHRINK/MVS 

- SHRINK/IMS 

- SHRINK/IDMS 

- SHRINK  for  DB2 

DASD  storage  management  system 

Version  of  DMS  for  native  Fujitsu  environment 

Micro  hard  disk  backup  and  file  management  system 

Storage  automation  management  system 

DASD  migration  management  tool 

Automatic  restore  activity  monitor 

Color  graphics  DASD  management  utility 

VSAM  data  manager  utility 

Data  set  compression  programs 

Configuration  Manager 
SmartDASD 

Data  storage  management  tool 
Performance  optimization  product 

Applications  Development 
DEVELOPER 
Sterling  INTEGRATOR 
DYL-280  II 
DYL-280 
DYL-260 
DYL-270 
DYL-VLINK 
DYL-IQ  Express 
DYL-ONLINE 
DYL-INTERFACE 

- DYL-INTERFACE  for  DB2 

- DYL-INTERFACE  IDMS/R 

- DYL-INTERFACE  SQL/DS 
DYL-AUDIT 
DYL-SECURITY 

ZIM 

QUIKJOB 
MARK  V 
MARK  IV 
MARK  IX 

MARK-ISPF 

COMPAREX 

Answer/DB 

Answer/DB-Personal  Reporter 

Answer/DB-Inquiry 

Answer/DB-Extractor 

Micro/Answer 

TestPro 

CASE  planning,  analysis,  and  design  tool 
Mainframe-based  application  development  repository 
Fourth-generation  information  management  system 
Fourth-generation  data  management  system 
Fixed-form  report  writer/utility 
Multifunction  extraction  tool 
Micro-to-mainframe  link 
Interactive  query  and  reporting  system 
Program  development  tools 
Interfaces  to  DYL-280  II,  DYL-280,  and  DYL-270 
Interface  with  DB2 
Interface  with  IDMS/R 
Interface  with  SQL/DS 
Audit  and  financial  information  system 
Encryption/decryption  software 
Fourth-generation  language 
Report  writer/file  utility 
On-line  application  development  tool 
Batch  application  development  tool 
Combines  workbench  technology  with 
MARK  IV  and  MARK  V functionality 
Application  development  tool  for  MARK  IV 
Data  and  text  file  comparison  utility 
On-line  report  generator 
Personal  report  generator 
Ad  hoc  inquiry  tool 
Micro/Answer  mainframe  component 
Micro-mainframe  link 
Testing  tool 

Data  Communications 
SUPERTRACS 
TRACS 
PC-TRACS 
SUPERTRACS  SPC 
SECURE/VTAM 

Multitask  file  transfer  system 
File  transfer  system 

Batch  data  communications  systems  for  micros 
OS/2  protocol  converter 
Physical  control  authorization  tool 
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Industry  Markets 


Geographic 

Markets 


The  target  market  for  the  Systems  Software  Group  is  large 
organizations  with  IBM  mainframe  installations. 

Approximately  $1.0  million  of  Systems  Software  Group's  fiscal  1991 
revenue  was  derived  from  the  federal  government,  compared  to 
$816,000  in  fiscal  1990,  $1.0  million  in  fiscal  1989,  and  $1.8  million 
in  fiscal  1988. 

In  October  1991,  the  group  signed  a contract  with  Peugeot  SA  in 
Paris,  valued  at  about  $1.6  million,  for  multiple  software  products 
and  services. 


INPUT  estimates  that  approximately  70%  of  the  Systems  Software 
Group's  fiscal  1991  revenue  was  derived  from  the  U.S.  and  30% 
from  international  sources. 
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STOCKHOLDER  SYSTEMS,  INC. 

4411  East  Jones  Bridge  Road 
Norcross,  GA  30092 
Phone:  (404)441-3387 
Fax:  (404)840-1364 


CEO:  Robert  L.  Campbell 

Status:  Subsidiary 

Parent:  NYNEX  Information  Solutions 

Group 

Total  Employees:  370  (8/93) 

Total  Revenue:  $42,000,000* 

Fiscal  Year  End:  12/31/92 

* INPUT  estimate 


Key  Points 


/ 


SSI  has  seen  tremendous  growth  in  consumer  loan  recovery 
software,  reflecting  the  increase  in  charged-off  loans  and  credit 
accounts  occurring  in  the  U.S.,  as  well  as  in  other  countries  like 
England  and  Australia. 

SSI's  Recovery  Management  System  (RMS)  for  tracking  bad  loan 
recovery,  originally  developed  for  the  banking  industry,  is  now  also 
used  by  other  industries  with  a need  to  automate  the  debt  recovery 
process— retail  corporations,  law  firms,  collection  agencies,  and 
telecommunications  firms. 

During  1993,  SSI  released  LeasTrac  2000,  the  first  leasing  software 
package  for  client/server  environments. 

The  acquisition  of  Traeger  & Associates  during  1992  expanded  SSI's 
software  product  line  beyond  its  established  financial  industry  niches 
with  software  packages  for  construction  loan  management  and  a 
cross-industry  incoming  phone  call-tracking  system  for  any  type  of 
customer  service. 

The  acquisition  of  DYATRON's  Mortgage  Systems  Division  in  1991 
has  made  SSI  one  of  the  largest  providers  of  mortgage  processing 
software  with  over  575  customers. 

In  August  1993,  SSI  announced  that  Larry  A.  Dean,  President,  CEO, 
and  founder  of  SSI  will  retire  effective  March  1,  1994.  Robert  L. 
Campbell,  SSI's  EVP,  Marketing  and  Acquisitions,  was  elected  to 
replace  Mr.  Dean  effective  September  1,  1993. 
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Company 

Description 


Financials 


Market  Financials 


Stockholder  Systems,  Inc.  (SSI),  founded  in  1971,  develops,  markets, 
and  supports  a full  line  of  financial  applications  software  products  for 
IBM  and  compatible  mainframes,  midrange,  and  PC  systems.  SSI  also 
provides  limited  processing  services  to  some  of  its  software  customers 
and  consulting  and  training  professional  services. 

SSI  products  are  used  for  securities  processing,  bond  processing,  and 
tax  reporting;  electronic  funds  transfer,  ACH  processing,  cash 
management,  wire  transfer,  and  telebanking;  mortgage  loan  processing 
and  secondary  marketing  and  servicing,  check  processing,  account 
reconcilement,  and  analysis;  consumer  loan  recovery  management, 
control,  and  monitoring  and  behavior,  credit,  and  recovery  scoring; 
imaging-report  distribution  and  optical  disk  storage;  safe  box 
accounting  and  billing;  and  automated  lease  accounting. 

Through  September  1990,  SSI  operated  as  a public  company  on  the 
over-the-counter  market.  In  September  1990,  SSI  was  acquired  by 
NYNEX  Information  Solutions  Group  in  a transaction  valued  at 
approximately  $70  million. 

• NYNEX  Information  Solutions  Group,  a subsidiary  of  NYNEX 
Corporation,  is  a worldwide  supplier  of  software,  consulting,  and 
operations  support  services. 

• NYNEX  Corporation,  based  in  New  York  (NY)  with  81,000 
employees  and  1992  revenue  of  nearly  $13.2  billion,  provides 
wireline  and  wireless  telecommunications  services  to  approximately 
12  million  customers  in  the  northeastern  U.S. 


INPUT  estimates  SSI's  1992  revenue  reached  $42  million,  a 14% 
increase  over  estimated  1991  revenue  of  $37  million. 


INPUT  estimates  approximately  80%  of  SSI's  1992  revenue  was  derived 
from  the  banking  and  finance  industry,  8%  from  utilities,  5%  from 
major  corporations,  5%  from  federal/state  government  agencies,  and 
the  remainder  from  other. 

Approximately  90%  of  SSI's  1992  revenue  was  derived  from 
applications  software  products  and  associated  maintenance  services, 

5%  from  processing  services,  and  5%  from  consulting  and  training 
professional  services. 
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Geographic 

Markets 


Operations/ 

Structure 


Employees 


Approximately  95%  of  SSI's  revenue  is  derived  from  the  U.S.  and  5% 
from  international  sources. 

SSI  has  clients  in  50  states  and  in  Australia,  Canada,  Mexico,  Central 
and  South  America,  the  Pacific  Rim,  the  Caribbean,  and  the  U.K. 

SSI's  only  office  is  in  Norcross  (GA). 


SSI  is  divided  into  four  divisions,  each  of  which  is  responsible  for 

distinct  products,  as  follows: 

• The  Financial  Products  Division,  with  97  employees  and  over  575 
clients,  develops,  markets,  and  supports  mortgage  banking 
applications  software  for  mainframe,  midrange,  and  PC  platforms. 
The  division  also  supports  two  automated  leasing  products,  an 
accounting  services,  a help  desk  product,  and  a safe  box  accounting 
product. 

• The  Payment  Products  Division,  with  95  employees,  currently 
services  over  665  financial  institutions,  government  agencies,  and 
corporations  with  a range  of  ACH  management,  electronic  funds 
transfer,  cash  management,  and  check  processing  software  systems. 

• The  Integrated  Products  Division,  with  52  employees  and  over  250 
clients,  offers  mainframe  and  PC-based  securityholder 
recordkeeping  systems,  report  distribution  software,  and  imaging 
technology  through  its  Security  Products  Group  and  Imaging 
Technologies  Group. 

• The  Credit  Management  Division,  with  25  employees,  offers 
recovery  management  software  and  scoring  models. 


As  of  December  31,  1992,  SSI  had  340  employees.  The  company 
currently  has  approximately  370  employees,  segmented  as  follows: 


Marketing  50 

Software  development  and  250 

technical  support 

Accounting  and  administration  45 

Other  25 

370 
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Acquisitions 


Alliances 


Key  Products  and 
Services 


In  May  1992,  SSI  acquired  Traeger  & Associates,  Inc.  of  Sequin  (TX). 
Terms  of  the  acquisition  were  not  disclosed. 

• Traeger,  founded  in  1986,  provides  financial  software  for  IBM 
midrange  and  PC  environments.  Its  products  include  The 
Construction  Lender,  The  Service  Tracker,  and  the  EE  Bond 
Manager. 

• The  products  have  been  merged  into  SSI's  Financial  Products 
Division. 

• With  the  acquisition,  SSI  added  about  50  new  clients. 

In  October  1991,  SSI  acquired  the  DYATRON  Mortgage  Systems 
Division  (MSD)  of  SunGard  Data  Systems,  Inc. 

• DYATRON  MSD,  located  in  Jacksonville  (FL),  provided  mortgage 
loan  servicing  and  problem  loan  monitoring  software  and  turnkey 
systems  for  PCs,  mainframes,  and  UNIX-based  computers. 

• With  the  acquisition,  SII  added  a client  base  of  over  300  customers. 

• The  products  have  been  added  to  SSI's  Financial  Products  Division. 

In  December  1990,  SSI  acquired  Baseline,  Inc.  of  Atlanta  (GA), 
developer  of  software  for  report  distribution,  optical  disk  archiving,  and 
retrieval. 

In  September  1990,  SSI  acquired  five  software  products  for  wire 
transfer  and  ACH  processing  from  Applied  Communications,  Inc.  The 
products  include  WireNet™,  MoneyNet  Micro™,  TRG/TRC™,  and 
CIX-PC™,  which  are  PC-based  systems,  and  CIX™,  which  operates  on 
IBM  mainframes. 


SSI  is  an  IBM  Business  Partner  for  Finance. 


An  estimated  90%  of  SSI's  1992  revenue  was  derived  from  application 
software  products,  maintenance,  and  associated  support  services.  Of 
the  remaining  10%  of  revenue,  approximately  5%  was  derived  from 
processing  and  credit  scoring  services  and  5%  from  professional 
services  consulting. 

SSI's  current  product  offerings  are  summarized  in  the  exhibit. 
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EXHIBIT 

STOCKHOLDER  SYSTEMS,  INC.  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

PAYMENT  PRODUCTS 

EFT  Products 

- PEP  - Paperless  Entry 
Processing  System 

Batch  system  to  originate  and  receive  EFTs  via  the 
ACH  network 

74 

- PEP  + 

On-line  interface  system  for  use  in  the  ACH  network 

217 

- Micro  ACH 

PC-based  ACH  origination 

89 

- WireNet 

Funds  transfer  system 

39 

- PTT  - Personal  Transaction 
Teller  System 

Telephone-based  bill  payment  system 

26 

- Network  Banker 

PC-based  cash  management  system 

16 

- CAPS  - Corporate  Automated 
Payments  System 

Interface  between  corporate  accounting  systems  and 
financial  institutions  to  produce  ACH-formatted 
funds  transfer  entries 

27 

Check  Products 

- TCM  - The  Control  Machine 

On-line  system  for  check  proofing  and  transit  bank 
departments  to  expedite  daily  balancing 

78 

- ORBS  - Online  Reconcilement 
Banking  System 

Locates  out-of-balance  conditions 

61 

- BFCS 

Bulk-filing  control  system 

15 

- CLAS  - Cash  Letter  Administration 
System 

Manages  creation,  reconciliation,  and  reports  of  all  cash  letters 

22 

- ORIES 

Outgoing  return  item  encoding  system 

2 

- R/S  REACT  - Reader/Sorter  Reject 
Evaluation  and  Control  Technique 

Quality  control  management  system 

28 

- SuPRRB  - Sub-Pass  Reject  Repair 
and  Balancing  System 

Enables  rejects  from  sub-pass  entry  runs  to  be  re-entered 
into  the  data  stream 

23 

- FMS  - Float  Management  System 

Assigns  float  based  on  predetermined  parameters  to 
determine  daily  profitability 

5 

- DASH  - Deposit  and  Send  History 

Reporting  system  to  resolve  cash  letter  or  deposit 
challenges  in  check  runs 

10 

- CPIM 

Check  processing  installation  management  service 

N/A 

- ECP 

- CPCS  Enhancements 

Electronic  check  presentment 

Tools  supporting  multisite  and  multibank  processing 

N/A 

48 
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STOCKHOLDER  SYSTEMS,  INC.  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

CREDIT  MANAGEMENT  PRODUCTS 

RMS  - Recovery  Management  System 

Supports  the  recovery  of  retail  loans  that  have  been  charged  off 

50 

Statistical  Scoring  Models 

Application,  behavior,  and  recovery  scoring  models 

N/A 

INTEGRATED  PRODUCTS 

Securities  Products 

- CSSI/CSSII  Comprehensive 
Securities  Systems 

Mainframe-based  shareholder  accounting  and  transfer 
systems 

121 

- FASTOCK  PC 

PC-based  shareholder  information  and  accounting  system 

19 

- BPS 

Mainframe-based  coupon  bond  processing  system 

13 

- AIRS 

Automated  insider  transaction  reporting  system 

102 

- TRS 

Year-end  tax  reporting  system 

3 

- VRS 

Voice  response  software  for  CSSII 

4 

Imaging  Products 

- LANPATH  Image  Manager 

Imaging  system 

10 

- LANPATH  Report  Manager 

Automated  report  distribution,  archival,  and  retrieval 

8 

FINANCIAL  PRODUCTS 

TMO  - The  Mortgage  Originator 

On-line  loan  processing  system 

120 

The  Construction  Lender 

PC-based  construction  loan  management  system 

12 

LSAMS  - Loan  Servicing,  Accounting,  and 
Management  System 

Loan  servicing  system  for  midrange  computers 

94 

TMS  - The  Mortgage  Servicer 

Mainframe  system  for  mortgage  loan  servicing 

29 

TPLS  - The  Problem  Loan  Series 

Bankruptcy  and  foreclosure  management  system 

130 

TSM  - The  Secondary  Marketer 

Loan  secondary  marketing  system 

30 

ALAS  - Automated  Lease  Accounting 

On-line  leasing  accounting  system  for  vehicle  and  equipment 

70 

LeasT  rac  2000 

Client/server  lease  accounting  system 

11 

EE  Bond  Manager 

Automated  E.E.  Series  bond  system 

20 

SBA  - Safe  Box  Accounting 

Safe  box  recordkeeping  and  invoice  system 

132 

TST  - The  Service  Tracker 

AS/400  help  desk  software 

11 
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Payment  Products  Division: 

This  division  provides  EFT/Financial  software  to  financial,  corporate, 
and  government  institutions. 

• The  SSI  family  of  financial  institution  products  include  ACH 
transaction  software  for  mainframe,  midrange  and  PC-based 
platforms;  home  banking/telephone  bill  payment  software;  as  well 
as  PC/LAN-based  wire  transfer  software. 

• Corporate-oriented  products  include  ACH  origination  software  as 
well  as  financial  EDI/EFT  software  for  trading  partners. 

SSI's  integrated  check  processing  products  are  used  by  banks  with  IBM 
389X  Check  Sorters  in  IBM  CPCS  and  DOSCHECK  environments  to 
provide  overall  balance  control,  reduce  costs,  workflow  flexibility, 
improved  float,  MICR  quality  assurance,  enhanced  customer  service, 
and  streamlined  data  exchange. 

Credit  Management  Division: 

SSI's  Recovery  Management  System  (RMS),  which  is  available  for 
mainframes  and  midrange  systems,  automates  all  aspects  of  retail  loan 
recovery,  including  agency  management,  bankruptcy  compliances  and 
tracking,  integrated  legal  documentation,  and  tracking. 

SSI  has  also  recently  introduced  scoring  and  collections/processing 
services  and  software  to  complement  its  recovery  offerings. 

Integrated  Products  Division: 

The  Integrated  Products  Division  consists  of  two  groups:  the  Securities 
Products  Group  and  the  Imaging  Technologies  Group. 

The  Securities  Products  Group  provides  IBM  and  compatible  software 
products  for  securities  transfer  and  recordkeeping  applications  to  more 
than  250  corporations.  The  division's  customers,  whose  securities  are 
generally  listed  on  the  New  York  Stock  Exchange,  range  in  size  of 
securityholder  base  from  800  to  over  one  million  securityholders  of 
record. 

The  Imaging  Technologies  Group  markets  report  distribution  software 
and  provides  imaging  technology  that  scans  a document  and  stores  the 
image  on  optical  disk  for  quick  filing  and  retrieval. 
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Financial  Products  Division: 

Through  this  division,  SSI  develops,  markets,  and  supports  a range  of 
mortgage  banking  applications  software  for  mainframe,  midrange,  and 
PC  platforms.  Products  are  available  for  mortgage  loan  origination, 
servicing,  warehousing  and  secondary  marketing,  problem  loan 
management,  and  construction  lending  software  automation. 

The  division  also  supports  two  automated  leasing  products,  an 
accounting  series,  a help  desk  product,  and  a safe  box  accounting 
product. 

Other: 

SSI's  various  divisions  also  provide  consulting  and  training  services  to 
its  customers. 


SSI  customers  include  all  of  the  top  100  and  250  of  the  top  300 
commercial  banks. 

A listing  of  current  clients  is  available  on  request. 
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May  1997 

St.  Paul  Software 


President:  Steve  Waldron 

1450  Energy  Park  Drive 

St.  Paul,  MN  55108 

Phone:  (612)603-4400 

Fax:  (612)603-4403 

Internet: 

http://www.stpaulsoftware.com 


St.  Paul  Software 

O* 


Status:  Private 

Employees:  80(12/96) 

Revenue:  $8,300,000  * 

Fiscal  Year  End:  12/31/96 

• Company  estimate 

Key  Points 

• St.  Paul  Software  is  a supplier  of 
integrated  electronic  commerce  software 
solutions. 

• In  February  1997,  Steve  Waldron  was 
appointed  to  the  position  of  President  and 
CEO.  Prior  to  joining  St.  Paul  Software, 
Mr.  Waldron  was  President  of  Innovex,  a 
Hopkins  (MN)-based  developer  of 
computer  software  and  manufacturer  of 
precision  components  for  the  computer 


disk  drive  and  medical  device  markets. 
Former  President  Gary  Anderson  is 
remaining  with  the  company  as  Chairman 
of  the  Board. 

• During  1996,  St.  Paul  Software  announced 
two  new  products:  Encompass,  a complete 
solution  for  fully  scalable  distributed 
electronic  commerce  for  Windows  NT,  and 
WebEC,  a service  that  enables  companies 
to  perform  business  transactions 
electronically  via  the  Internet. 

• The  company  has  formed  strong  alliances 
with  Oracle,  SAP,  Pyramid,  Siemens 
Nixdorf,  Computer  Associates,  and  SBT. 
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• In  November  1995,  St.  Paul  Software 
acquired  EDI  Solutions,  a provider  of 
mainframe  and  midrange  EDI  solutions. 

Company  Description 

St.  Paul  Software,  founded  in  1981,  is  a full- 
service  supplier  of  integrated  electronic 
commerce  solutions.  The  company's 
applications  software  products,  service 
bureau,  and  associated  support  services  for 
EDI  and  EC  span  market  sectors  and 
industries. 

St.  Paul  Software’s  key  executives  are 
summarized  below: 


St.  Paul  Software 
Key  Executives 


Name 

Title 

Gary  Anderson 

Chairman 

Steve  Waldron 

President  and  CEO 

Debra  Papke 

VP  of  Finance/ Administration 

Roger  Anderson 

VP  of  Technical  Services 

Carla  Underwood 

VP  of  the  EC  Center 

Joe  Dalman 

VP  of  Professional  Services 

Alan  Downs 

Director  of  Development 

John  Sekeres 

Director  of  Business 
Development 

Tom  Boutin 

Director  of  International 
Operations 

Strategy 

St.  Paul  Software's  strategy  is  to  continue  to 
be  the  premier  solution  provider,  offering 
total  electronic  commerce  solutions  and 
strong  integration  services. 

The  company  plans  to  grow  its  presence  in 
the  electronic  commerce  market  with  its 
Internet  offerings  provided  through  the 
spEDI*center,  specifically  with  the  WebEC 


service.  The  company  also  plans  to  expand 
its  application  integration  EC  software 
product  line. 

Financials 

St.  Paul  Software's  projected  revenue  for 
1996  is  expected  to  reach  approximately 
$8.3  million,  a 69%  increase  over  1995. 

St.  Paul  Software's  1995  revenue  reached 
approximately  $4.9  million,  a 40%  increase 
over  1994  revenue  of  $3.5  million.  Growth 
was  attributed  to  the  merger  with  EDI 
Solutions,  expansion  of  the  product  line,  and 
increased  sales  through  the  spEDI*center. 

Revenue  Analysis  by  Product  / Service 
Approximately  40%  of  St.  Paul  Software's 
1995  revenue  was  derived  from  new  EDI 
software  product  sales,  ten  percent  from  the 
spEDI*center  service  bureau,  and  the 
remaining  50%  from  recurring  revenue. 

Market  Financials 

St.  Paul  Software's  target  market  for  its 
software  products  includes  resellers,  end 
users,  government  agencies,  and  the 
manufacturing,  distribution,  health  care, 
mortgage  banking,  and  retail  industries. 

Geographic  Markets 

Approximately  90%  of  St.  Paul  Software's 
revenue  is  derived  from  the  U.S.  and  10% 
from  international  sources. 

Acquisitions 

In  November  1995,  St.  Paul  Software 
acquired  Bloomington  (MN)-based  EDI 
Solutions  to  expand  its  offerings  to  include 
mainframe  and  midrange  systems,  in 
addition  to  supporting  PCs  and  UNIX 
systems.  EDI  Solutions  was  a subsidiary  of 
Maersk  Data  USA,  Inc. 
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Employees 

St.  Paul  Software  currently  has  80 
employees,  up  from  65  employees  a year  ago. 

Key  Products  and  Services 

St.  Paul  Software  provides  total  solutions, 
including  the  installation  of  EDI  and  EC 
software  products,  professional  services 
(consulting,  education,  integration,  and 
product  training),  an  EDI  service  bureau, 
and  value-added  network  options. 

Software  Products 

St.  Paul  Software  currently  has  9,500 
customers  worldwide. 

The  company’s  products  support  UNIX,  PCs, 
Windows  NT,  mainframe  (MVS)  and 
midrange  (HP3000,  DEC  VAX  VMS  and 
DEC  ALPHA  OPEN  VMS)  systems,  and  the 
Internet. 

The  products  also  support  all  major 
standards,  including  ANSI  X12, 
UN/EDIFACT,  AIAG,  CALS,  HEDIC, 

TDCC,  UCS,  VICS,  and  WINS. 

St.  Paul  Software’s  products  support  the 
common  communications  protocols  such  as 
async,  bisync,  X.25,  and  X.400.  Moreover, 
they  fully  support  inter-enterprise 
connectivity  using  /IP,  DECnet,  SNA,  APL, 
UUCP,  and  2780/3780. 

Current  product  offerings  include  the 
following: 

spEDI*EClipse  is  a set  of  gateway  tools  for 
controlling  electronic  commerce  traffic  in 
large  multiplatform  corporations  connected 
via  local-  and  wide-area  networks. 

• spEDI*EClipse  is  capable  of  managing 
traditional  EDI  documents  as  well  as 
other  data  structures. 


• Communication  with  trading  partners  is 
conducted  through  VANs,  direct 
connections,  and  communications 
pipelines. 

• spEDPEClipse  is  comprised  of  the 
following  modules: 

- spEDI*tran — A high-speed  EDI 
translator  that  processes,  extracts,  and 
manages  EDI  data  and  traditional  EDI 
functions 

- spEDI*map — A windows-based  GUI  tool 
for  application  interface  mapping  that 
simplifies  the  process  of  creating  maps 
for  converting  data  from  one  format  to 
another 

- spEDI*exec — A menu-based  scheduler 
that  monitors  EDI  processes  and 
controls  the  scheduled  and/or  event- 
driven  flow  of  documents  in  multi- 
application environments 

- spEDI*fax — A fax  connection  for  non- 
EDI-capable  partners 

- spEDI* delivery — A client/server-based 
module  used  to  configure,  monitor,  and 
control  electronic  commerce  mailboxes 
for  the  enterprise 

-spEDI*stat- — A client/server-based 
module  that  maintains  a database  of 
electronic  commerce  processes, 
documents,  and  files 

spEDI*aim  for  R/3  provides  a seamless 
application  interface  to  SAP's  R/3  UNIX 
systems.  It  allows  the  user  to  access 
document  flow  information  directly  from  the 
SAP  system  and  provides  status  updates  on 
mapping,  translation,  enveloping, 
communications,  and  EDI  acknowledgment 
notification.  The  module  is  certified  on  SAP 
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R/3  versions  2.2  and  3.0  and  adheres  to 
those  EDI  integration  specifications. 

spEDI* interface  enables  seamless 
integration  of  EDI  information  into  Oracle, 
SBT,  and  Macola  applications.  St.  Paul 
Software  offers  hundreds  of  field-proven 
map  sets  for  most  major  trading  partners. 

Encompass  is  a scalable  electronic  commerce 
product  that  enables  quick  access  and 
distribution  of  information  throughout  an 
enterprise  and  with  external  trading 
partners. 

• Encompass  performs  business-to-business 
transactions  according  to  a predetermined 
schedule  or  event-enabled  process. 

• Encompass  is  comprised  of  integrated 
communications,  workflow  management 
and  scheduling,  EDI  translation,  GUI 
mapping,  data  archiving,  mailboxing, 
MAPI,  security  integration,  statistical 
monitoring,  and  Internet-enabled 
communications  capabilities. 

WebEC  enables  non-EDI-capable 
organizations  or  businesses  with  differing 
software  applications  to  use  a standard  Web 
browser  for  the  exchange  of  electronic 
documents. 

• WebEC  has  Internet-enabled  document 
screens  or  business-to-business  catalogs 
into  which  data  is  entered.  WebEC  then 
transmits  this  information  to  the 
spEDI*center,  which  converts  it  from 
HTML  format  into  an  EDI  format 
deployed  over  a VAN  or  the  Internet. 

• The  trading  partner  (hub)  can  receive  and 
respond  to  information  in  an  EDI  format 
or  have  it  transmitted  directly  to  an 
application. 


EDltran  is  a rapid  and  dependable  batch 
EDI  translation  system  for  mainframe  and 
midrange  environments  (HP3000,  DEC  VAX 
VMS,  DEC  ALPHA  OPEN  VMS). 

• EDltran  provides  the  ability  to  process, 
extract,  and  manage  EDI  data  according  to 
specifications. 

• EDltran  allows  for  document  control  of 
inbound  and  outbound  files  by  partner, 
group,  and  transaction. 

• It  also  provides  automatic  functional 
acknowledgments,  error  control,  on-line 
management  capabilities  for  trading 
partners,  security  control,  and  a complete 
audit  trail. 

EDImap  for  Windows  speeds  the  mapping 
process  by  relating  EDI  and  application  data 
formats  according  to  specific  instructions. 

• EDImap  creates  ANSI-standard  COBOL 
code,  which  is  compiled  and  integrated 
into  EDltran  or  EDIfast. 

• EDImap  supports  all  public  standards  and 
subsets  and  generates  migratable  code. 

EDIfast  is  EDI  management  and  translation 
software  for  IBM  MVS  that  provides  the 
ability  to  processes  large  volumes  of  EDI 
data  in  a real-time,  on-line  environment. 

• EDltran  provides  data  management 
through  on-line  data  access,  multi- 
threaded operation,  open  gateway 
operation,  automated  data  archiving,  and 
restart/recovery  capabilities. 

• It  also  offers  on-line  access  services  such 
as  transaction  management,  audit  inquiry, 
system  control  file  maintenance,  partner 
file  maintenance,  and  partner-to-partner 
file  maintenance. 
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• EDIfast  is  tightly  integrated  to  EDIlinx,  a 
data  communications  module  that 
operates  as  a mailboxing  feature. 

EDIeasy  is  a PC-based  mapping  and 
translation  software  system  that  translates 
application  data  to  and  from  an  EDI- 
standard  format.  The  quick  map  feature 
builds  a form  from  map  links  and  allows  the 
creation  of  applications  and  the 
management  of  data  through  an  on-line 
transaction  log. 

spEDI*aim  for  CA-MANMAN  allows  for  a 
seamless  direct  application  interface  to  CA- 
MANMAN  with  prebuilt  CA-MANMAN 
interfaces  for  HP3000  or  DEC  VAX. 

• spEDI*aim  provides  an  efficient  exchange 
of  information  between  the  CA-MANMAN 
environment  and  the  EDItran  system. 

• It  cross-references  information  through 
on-line  screens  for  queries  by  trading 
partner  ID,  vendor,  customer,  part,  or 
freight  terms. 

Processing  Services 

The  spEDI*center  is  oriented  toward  hub 
organizations  that  are  committed  to  an 
electronic  commerce  strategy  that 
incorporates  all  of  their  trading  partners 
regardless  of  size  or  EDI  experience. 

The  spEDPcenter  offers  a selection  of 
products  and  services,  including  hub- 
enabling services  to  develop,  coordinate,  and 
deliver  a hub-and-spoke  implementation 
program: 

• EDI-to-Fax — A fully  automated  service 
that  receives  EDI  messages  and 
immediately  generates  an  outbound  fax  to 
non-EDI-capable  trading  partners 


• Application-to-EDI — The  spEDPcenter 
can  also  accept  application  files  (flat  files 
from  non-EDI  trading  partners)  and 
translate  them  into  EDI  format.  Manual 
EDI  processing  is  also  available  for  unique 
documents  that  require  manual  data 
entry. 

• Outsourcing  EDI — The  spEDPcenter 
provides  daily  management  services  for 
EDI  operations,  including  inbound  and 
outbound  EDI  processing,  application 
mapping,  trading  partner  setup/ 
management,  and  communications/VAN 
management. 

• The  spEDPcenter  also  assists  hubs  in 
their  EDI  growth  analysis  by  providing 
trading  partner  surveys,  telesales,  trading 
partner  conferences,  and  product  training 
courses. 

Professional  Services 

St.  Paul  Software  also  provides  systems 
integration,  trading  partner  workshops, 
training,  transaction  set  mapping, 
installation,  custom  integration,  hotline 
technical  support,  product  training, 
consulting,  and  bar-code  integration. 

Alliances/Marketing/ 

Sales 

St.  Paul  Software  has  developed  close 
alliances  with,  and  integrated  its  products 
with  applications  of  Oracle,  SAP,  Computer 
Associates,  and  SBT  to  enable  the  creation, 
delivery,  and  receipt  of  electronic  documents 
over  proprietary  networks,  VANs,  the 
Internet,  and  other  TCP/IP  networks.  The 
company  has  also  developed  alliances  with 
Pyramid  and  Siemens  Nixdorf,  making  its 
spEDPEClipse  product  available  on  the 
Pyramid  platform. 
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The  company  has  marketing  agreements 
with  various  dealers  to  distribute  its 
software  products  throughout  the  U.S. 

St.  Paul  Software  provides  international 
services  through  key  strategic  alliances  on  a 
worldwide  basis.  Key  areas  include  the 
Pacific  Rim  (China,  Hong  Kong,  India, 

Korea,  Malaysia,  the  Philippines,  Singapore, 
Taiwan,  and  Thailand),  South  America 
(Brazil,  Chile,  Colombia,  and  Peru),  Europe 
(Denmark,  Greece,  Netherlands,  Norway, 


and  Spain),  and  Africa/Middle  East  (Israel 
and  South  Africa). 

Clients 

St.  Paul  Software  has  clients  across 
industries  and  market  sectors.  Customers 
range  from  large  corporate  hubs  (Alcoa, 
AT&T,  Black  & Decker,  Checkfree,  Cisco, 
Clorox,  Mobil  Oil,  Monsanto,  and  United 
HealthCare)  to  their  low-volume  trading 
partners. 
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SUBSCRIBER  COMPUTING, 

INC.  President:  Mark  Nielsen 

23161  Mill  Creek  Drive  Status:  Private  Corporation 

Suite  200  Total  Employees:  60 

Laguna  Hills,  CA  92653  Total  Revenue:  $4  - 5 million* 

Phone:  (714)588-3700  Fiscal  Year  End:  9/30/93 

Fax:  (714)  837-0987 

* Company  estimate 


Company 

Description 

Subscriber  Computing,  Inc.  (SCI),  founded  in  1973,  develops  and 
markets  management  information  systems  and  software  for  the 
personal  communications  industry  worldwide. 

• The  foundation  for  SCI's  present-day  solutions  has  evolved  from  the 
1975-1980  development  of  an  MIS/billing  system  for 
ICS/Metromedia  Paging.  Today,  SCI  offers  Communications 
Resource  Manager  (CRM),  a fully  integrated  management 
information  and  billing  system  developed  to  support  a multiproduct 
wireless  environment,  including  paging,  cellular,  mobile  data  and 
CT2/PCN  services. 

• In  the  area  of  terminal  and  management  system  interface 
technology,  SCI  developed  the  first  paging  terminal  interface  for 
MIS/billing  systems,  as  well  as  the  first  cellular  switch  interface  for 
the  country's  largest  cellular  billing  service  bureau.  More  recently, 
SCI  introduced  Accelerator™,  a realtime  cellular  switch  interface 
and  call  rating  system  that  collects  and  distributes  information 
pertaining  to  millions  of  cellular  calls  per  day. 

Financials 

SCI's  fiscal  1993  revenue  reached  approximately  $4-5  million.  It  is 
estimated  that  fiscal  1994  revenue  will  be  more  than  $5  million. 

i % 

Market 

Financials 

SCI's  systems  are  used  by  paging,  cellular  and  other  wireless 
telecommunications  companies  worldwide. 

Geographic 

Markets 

SCI's  revenue  is  derived  from  the  U.S.  and  international  sources. 

February  1994 

Copyright  1994  by  INPUT.  Reproduction  Prohibited.  Page  1 Of  5 

SUBSCRIBER  COMPUTING,  INC. 


INPUT 


Key  Products 
and  Services 


SCI  has  70  installations  of  its  products  worldwide  with  installations  in 
the  U.S.,  Europe,  Eastern  Europe,  Canada,  the  Asia/Pacific  and  South 
America. 

SCI  moved  into  the  international  paging  arena  in  1991  with 
installations  at  Mercury  Paging,  Ltd.  in  London,  Hutchison  Telecom  in 
Australia  and  Ultrapage  in  Canada.  In  the  same  year,  SCI  also 
developed  the  Redundant  Database  Management  System  (RDMS)  for 
Glenayre  Electronics  in  Canada.  Additional  international  systems  have 
since  been  installed  in  Brazil,  Venezuela  and  Portugal. 


The  Communications  Resource  Manager  (CRM)  is  a fully  integrated 
management  information  and  billing  system  that  simultaneously 
supports  paging,  cellular,  mobile  data  and  CT2  (Cordless 
Telephone  2)/PCN  services. 

■ CRM  enables  telecommunications  carriers  to  provide  customers 
with  a single,  individualized  invoice  that  itemizes  charges  for  each 
service.  Additionally,  CRM  enables  the  carrier  to  activate  multiple 
services  from  a single  point  and  consolidate  customer  support. 

• CRM  is  designed  to  operate  in  a multiuser  client/server 
environment. 

• CRM  functions  include: 

- Customer  account  maintenance 

- Inventory  control  and  tracking 

- Switch/network  control  center/paging  terminal  interface 

- Airtime  rate  plans  (cellular/CT2) 

- Usage  rate  plans  (wireless  data) 

- Recurring  and  one-time  billing 

- Invoicing 

- Customer  support 

- Payment  processing 

- Accounting  and  past  due  accounts 
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- Management  reporting 

- System  supervision 

- Online  help 

Optional  modules  to  CRM  include: 

- DataMax™,  a 4GL  report  writer 

- VoiceMax™,  a DTMF  (touch  tone)/voice  response  interface  to 
paging  terminals 

- Remote  Agent  Access,  providing  remote  terminal  access 

- TouchTalk™,  a customer  account  access  voice  response  interface 

- FaxMax™,  an  automatic  fax  facility  for  invoices  and  customer 
service 

- Commissions,  for  calculating  commissions 

- Enhanced  Invoicing 

- Order  Entry 

- Lock  Box 

- Detailed  Open  Item,  for  entering  payments 

- Direct  Debit,  supporting  customer  credit  card,  debit  card  or  bank 
account  number 

- Workshop  Tracking,  for  work  order  tracking 

- Miscellaneous  Inventory 

- Purchase  Order  System 

- Multilingual  capabilities 

CRM  is  used  by  telecommunications  companies  on  five  continents. 

SCI's  systems  interface  with  BBL,  Glenayre,  Unipage,  Motorola, 
Zetron,  Spectrum  and  Commonwealth  paging  and  voice  mail 
terminals. 
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Clients 


Accelerator,  introduced  in  1991,  is  SCI's  real-time  cellular  switch 
interface  system  that  enables  cellular  carriers  to  significantly  limit  fraud 
and  bad  debt  losses,  automate  credit  card  roaming  and  improve 
customer  service  while  lowering  costs. 

• Accelerator  modules  include: 

- Intelligent  Message  Router  ™,  for  passing  records  electronically 
to  other  systems 

- FraudWatch™,  for  fraud  control 

- EasyRoam™,  providing  access  to  a carrier  system  for  occasional 
roamers  using  an  automated  DTMF  voice  response  system  with 
online  preauthorized  credit  card  payment 

- RapidRent™,  for  cash  or  credit  card  rental  of  cellular  phones  for 
short  durations,  with  immediate  rendering  of  a fully  rated  bill 
upon  phone  return 

- CreditWatch™,  to  preset  credit  limits  for  home  subscribers  and 
get  automatic  warnings  when  the  limits  are  reached 

- PrePay  Metered  Billing 

- BudgetWatch™,  to  set  budget  limits  for  subscribers  using 
interactive  voice  response  technology 

Professional  services  provided  by  SCI  include  custom  development  and 
business  consulting. 


Customers  for  SCI's  integrated  management  information  and  billing 

systems  are  summarized  as  follows: 

• SCI  incorporated  cellular  capabilities  into  its  system  in  1989.  The 
latest  release  of  this  system  was  installed  in  1993  at  Hutchison 
Telecom's  Bangladesh  facility. 

• SCI  provided  the  billing  and  management  system  for  one  of  the  first 
CT2  trials  in  the  U.S.  (APC  in  Washington,  D.C.)  and  the  Bell 
Canada  test  in  Canada  (BCE  Mobile). 

• An  alliance  formed  with  Motorola  in  1992  has  led  to  incorporating 
SCI  software  into  proposals  for  Motorola  CT2  systems  worldwide. 
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• SCI's  system  is  used  by  the  Dutch  PTT  in  the  Netherlands,  with  more 
than  1,500  base  stations  online. 

• The  CRM  system  is  also  used  by  several  carriers  operating  SMR 
(Special  Mobile  Radio)  trials  and  wireless  data  services  in  the  U.S., 
Canada  and  Europe.  SCI's  Wireless  Data  module  was  installed  at 
RAM/BellSouth  Mobile  Data  in  the  Netherlands  in  1993  after  a 
three-year  agreement  was  signed  with  BellSouth  International's 
Mobile  Data  subsidiary. 

In  1992,  Accellurator  was  installed  at  Bay  Area  Cellular  in  San 
Francisco  and  was  also  licensed  by  a cellular  carrier  in  Mexico.  Also 
during  1992,  Accellurator's  FraudWatch  module  was  implemented  in 
commercial  service  at  PacTel  Cellular  in  Los  Angeles. 

Marketing 
and  Sales 

SCI  markets  its  products  through  a direct  sales  force  and  through 
marketing  agreements  with  other  companies  worldwide. 

Alliances 

SCI  has  alliances  with  various  vendors,  including  Motorola,  Glenayre 
and  others. 
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SunGard  Data  Systems  Inc. 


Chairman  & CEO: 
1285  Drummers  Lane 
Wayne,  PA  19087 
Phone: 

Fax: 


James  L.  Mann 


(610)  341-8700 
(610)  341-8739 


Status:  Public 

Employees:  2,900(12/95) 

Revenue:  $532,628,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• SunGard  Data  Systems  Inc.  is  a computer 
services  and  software  company  that 
specializes  in  proprietary  investment 
support  systems,  comprehensive  computer 
disaster  recovery  services,  and  proprietary 
health  care  information  systems. 

• In  1995,  SunGard  established  its  new 
Healthcare  Information  Systems  Group 
through  the  acquisition  of  two  providers  of 
work-flow  management  and  document- 
imaging systems  to  the  health  care 
industry — Intelus  Corporation,  acquired  in 


August  1995,  and  MACESS  Corporation, 
acquired  in  October  1995. 

• In  1995,  the  company  made  nine  additional 
acquisitions,  described  in  the  Acquisitions 
section,  and  another  that  was  completed 
after  the  year  end.  These  acquisitions 
provided  additions  to  four  of  the  five 
existing  groups  in  1995. 

Company  Description 

SunGard  Data  Systems  Inc.  provides  a family 
of  proprietary  investment  support  systems  for 
the  financial  services  industry  via  remote 
processing  and  software  licenses.  The 
company  also  provides  disaster  recovery  and 
associated  consulting  services,  utility 
processing,  direct  marketing,  and  various 
printing  services,  as  well  as  its  new  line  in 
information-management  systems  for  health 
care  organizations. 
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The  company’s  stock  had  a two-for-one  split  in 
July  1995. 

Organization  and  Structure 

SunGard’s  operations  are  decentralized  and 
its  management  philosophy  is  one  of 
“controlled  entrepreneurship.”  The  company’s 
services  are  provided  through  separate 
business  units,  which  are  organized  into 
groups  of  related  businesses. 

Each  business  is  directed  by  its  own 
management  team  and  has  its  own  sales, 
marketing,  product  development,  operations, 
and  customer  support  personnel.  Overall 
corporate  control  and  coordination  are 
achieved  through  centralized  budgeting, 
financial  and  legal  reporting,  cash 
management,  and  strategic  planning. 


SunGard’s  key  executives  are  listed  below: 


Name 

Title 

Kenneth  R.  Adams 

CEO,  Healthcare  Information 
Systems  Grp 

Bruce  H Battjer 

CEO,  Computer  Services  Grp 

Cristobal  1.  Conde 

CEO,  Trading  Systems  Grp 

Philip  L.  Dowd 

CEO,  Trust  and  Shareholder 
Systems  Grp 

Michael  F.  Mulholland 

CEO,  Recovery  Services  Grp 

Michael  K.  Muratore 

CEO,  Financial  Systems  Grp 

The  business  units  are  organized  into  six 
groups,  as  follows: 

Investment  Support  Systems 
• SunGard  Financial  Systems  Group — 
Provides  portfolio  management,  securities 
trading,  and  accounting  systems  for 
financial  institutions,  broker/dealers, 
insurance  companies,  governments,  and 
corporations. 


Subsidiaries/business  units  within  this 
group  include: 

- SunGard  Brokerage  Systems 

- SunGard  Global  Systems 

- SunGard  Government  Systems 

- SunGard  Insurance  Systems 

- SunGard  Securities  Systems 

• SunGard  Trading  Systems  Group — 
Formerly  known  as  the  SunGard  Capital 
Markets  Group,  this  unit  provides  trading, 
risk  management,  and  accounting  systems 
for  derivative  instruments,  securities,  and 
foreign  exchange  for  international  financial 
institutions,  brokerage  firms,  and 
corporations.  Subsidiaries/business  units 
within  this  group  include: 

- Front  Capital  Systems 

- Prosoftia 

- Renaissance  Software 

- SunGard  Capital  Markets 

- SunGard  Futures  Systems 

• SunGard  Trust  and  Shareholder  Systems 
Group — Provides  trust  and  investment 
accounting,  portfolio  management  and 
administration,  securities  trading,  custody, 
and  employee  benefit  plan  systems  for 
financial  institutions,  stockbrokers,  and 
corporations;  mutual  fund,  stock  and  bond 
accounting  systems  for  mutual  funds, 
transfer  agents,  and  corporations;  and 
accounting  systems  for  nonprofit 
organizations.  Subsidiaries/business  units 
within  this  group  include: 

- All  Solutions 

- Bi-Tech  Software 

- Portfolio  Administration  Limited 

- Shaw  Data  Services 

- SunGard  Asset  Management  Systems 

- SunGard/DML 

- SunGard  Employee  Benefit  Systems 
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- SunGard  Investment  Systems 

- SunGard  Shareholder  Systems 

- SunGard  Trust  Systems 

- Worrall  Miller  & Associates 

Disaster  Recovery  Services 

• SunGard  Recovery  Services  Group — 
Provides  comprehensive  business  recovery 
services  for  mainframe  and  midrange 
computer  platforms;  workgroup,  mobile,  and 
quick-ship  recovery  services;  recovery 
planning  software,  and  related  consulting 
and  educational  services. 
Subsidiaries/business  units  within  this 
group  include: 

- SunGard  Planning  Solutions 

- SunGard  Recovery  Services 

Computer  Sei'vices  and  Other 

• SunGard  Computer  Services  Group — 
Provides  remote-access  computer  processing 
and  outsourcing,  and  automated  mailing 
services.  Subsidiaries/business  units  within 
this  group  include: 

- SunGard  Computer  Services 

- SunGard  Mailing  Services 

• SunGard  Healthcare  Information  Systems 
Group — Provides  work-flow  management 
and  document-imaging  systems  for  health 
care  and  financial  institutions. 
Subsidiaries/business  units  within  this 
group  include: 

- Intelus  Corporation 

- MACESS  Corporation 

Company  Strategy 

SunGard’s  business  approach  is  to  focus  on 

markets  in  which  it  has  opportunities  to 

develop  or  acquire  leading  products  and 

advantageous  market  positions. 


The  company  seeks  to  grow  through  internal 
development,  the  acquisition  of  businesses 
that  broaden  or  complement  its  existing 
product  lines,  and  more  recently,  the 
acquisition  of  businesses  with  new  product 
and  business  lines.  Since  its  initial  public 
offering  in  1986,  the  company  has  acquired 
twenty-one  investment  support  systems 
businesses,  fourteen  disaster  recovery 
businesses,  two  computer  services  businesses, 
and  two  health  care  information  systems 
businesses. 

Continual  software  upgrading  and 
enhancement  is  central  to  SunGard’s 
technology  strategy,  which  is  to  use  the 
established  functionality  of  existing  systems 
to  develop  state-of-the-art  systems  for  new 
technological  environments. 

During  1996,  SunGard  plans  to  upgrade 
existing  products,  and  develop  several  new 
products  in  each  of  the  company’s  groups. 

Financials 

SunGard's  1995  revenue  reached  $532.6 
million,  a 22%  increase  over  1994  revenue  of 
$437.2  million.  Net  income  rose  13%  over 
$43.1  million  in  1994,  to  $48.7  million  in  1995. 

Excluding  acquired  businesses,  revenue 
increased  15%  ($62.6  million)  in  1995,  and 
10%  ($36.6  million)  in  1994. 

A five-year  financial  summary  is  shown  on  the 
following  page. 

Product  development  expenses  were 
approximately  $47.9  million  (9%  of  revenue) 
in  1995,  $35.0  million  (8%  of  revenue)  in  1994, 
and  $34.3  million  (9%  of  revenue)  in  1993. 

SunGard  expects  total  revenue  to  increase  in 
1996,  although  at  a lower  rate  than  in  1995, 
primarily  due  to  the  following: 


SunGard  Data  Systems  Inc. 
April  1996 


INPUT  1996  Reproduction  prohibited. 


Page  3 of  17 


INPUT  Vendor  Profile 


• An  expected  increase  in  software  license 
revenue 

• Continued  growth  in  disaster  recovery 
service  revenue,  especially  from  midrange 
platforms 


SunGard  Data  Systems  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$532.6 

$437.2 

$381.4 

$324.6 

$283.6 

• Percent  change  from 
previous  year 

22% 

15% 

15% 

14% 

8% 

Income  before  taxes 

$85.1 

$72.5 

$63.2 

$45.5 

$38.3 

• Percent  change  from 
previous  year 

17% 

15% 

39% 

18% 

5% 

Net  income 

$48.7 

$43.1 

$38.5 

$25.8 

$21.5 

• Percent  change  from 
previous  year 

13% 

12% 

49% 

20% 

5% 

Earnings  per  share  (a) 

$1.23 

$1.12 

$1.04 

$0.79 

$0.68 

• Percent  change  from 
previous  year 

10% 

8% 

32% 

17% 

1% 

(a)  Restated  to  reflect  the  company’s  two-for-one  stock  split  In  July  1995. 

Costs  and  expenses  as  a percent  of  revenue  expenses  as  a percentage  of  revenue  for  the 

have  remained  relatively  stable  for  SunGard  past  three  years  follows: 
over  the  past  three  years.  A chart  of  costs  and 


SunGard  Data  Systems  Inc. 
Three-Year  Costs  and  Expenses 
(expressed  as  a percentage  of  revenue) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Cost  of  sales  and  direct  operations 

44% 

45% 

46% 

Sales,  marketing,  and 

21% 

20% 

20% 

administration 

9% 

8% 

9% 

Product  development 

6% 

6% 

5% 

Depreciation 

4% 

5% 

4% 

Amortization 

1% 

Merger  costs 

Total 

85% 

84% 

84% 

9 


• A full  year  of  operations  from  acquired 
businesses 


I 
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Revenue  Analysis  by  Product / Service 

INPUT  estimates  that  SunGard's  $438  million 
in  U.S.  information  services  revenue  for  1995 
was  derived  approximately  as  follows: 


Processing  services 73% 

Applications  software 21% 

Professional  services 5% 

Systems  operations 1% 


100% 


SunGard  Data  Systems  Inc. 
Three-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

- Investment  support  systems 

$330.6 

62% 

$271.1 

62% 

$243.0 

64% 

- Disaster  recovery  services 

162.3 

31% 

138.7 

32% 

113.2 

30% 

- Computer  services  and  Other 

39.7 

7% 

27.4 

6% 

25.2 

6% 

Total 

$532.6 

100% 

$437.2 

100% 

$381.4 

100% 

Operating  income 

- Investment  support  systems 

$51.7 

65% 

$43.9 

62% 

$38.5 

65% 

- Disaster  recovery  services 

34.9 

43% 

29.2 

42% 

25.0 

42% 

- Computer  services  and  Other 

5.1 

6% 

4.8 

7% 

3.2 

5% 

- Corporate  administration 

(7.4) 

(9%) 

(7.6) 

(11%) 

(7.1) 

(12%) 

- Merger  costs 

(4.2) 

(5%) 

— 

— 

— 

— 

Total 

$80.1 

100% 

$70.3 

100% 

$59.6 

100% 

A three-year  source  of  revenue  and  operating 
income  summary,  as  provided  by  SunGard 
Data  Systems,  follows: 


Investment  support  systems  (ISS)  revenue 
increased  22%  ($59.5  million)  during  1995  and 
12%  ($28.1  million)  during  1994. 

• Excluding  acquired  businesses,  ISS  revenue 
increased  15%  ($39.7  million)  in  1995  and 
8%  ($18.3  million)  in  1994. 


• The  1995  increase  was  due  to  a 37% 
increase  in  software  license  and  professional 
services  revenue  and  an  8%  increase  in 
remote  processing  and  software 
maintenance  revenue. 
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Disaster  recovery  services  (DRS)  revenue 
increased  17%  ($23.6  million)  in  1995  and 
23%  ($25.5  million)  in  1994. 

• Excluding  acquired  businesses,  DRS 
revenue  increased  15%  in  1995  and  14%  in 
1994. 

• The  $18.7  million  revenue  increase  in  1995 
is  primarily  due  to  new  contract  signings 
and  contract  renewals,  a significant  portion 
of  which  were  in  midrange  platforms,  and  a 
$1.6  million  increase  in  software  license  and 
professional  services  revenue. 

Computer  services  and  other  (CSO)  revenue 
increased  45%  ($12.3  million)  in  1995  and  9% 
($2.2  million)  in  1994. 

• Excluding  acquired  businesses,  CSO 
revenue  increased  9%  in  1995,  and  in  1994, 
excluding  revenue  attributable  to  a divested 
product  line,  revenue  increased  14%. 

• The  1995  revenue  increase  is  due  to  volume 
growth  in  the  remote-access  computer 
services  business,  and  increases  in  the 
company’s  mailing  services  business. 

Recurring  revenues  derived  from  remote 
processing  services,  disaster  recovery  services, 
and  software  maintenance  services  were 
approximately  $425.6  million,  $367.3  million, 
and  $321.0  million  in  1995,  1994,  and  1993, 
respectively. 

• The  decline  in  percent  of  recurring  revenue 
during  1995,  compared  to  1994  and  1993,  is 
attributed  to  an  increase  in  percent  of 
software  license  revenue,  which  rose  to  12% 
of  total  revenue  in  1995,  from  8%  in  1994. 

• This  increase  in  percent  of  software  license 
revenue  was  due  primarily  to  strong  growth 
in  both  the  Trading  Systems  Group’s 
products  and  acquired  businesses. 


Interim  Results 

Revenue  for  the  three-month  period  ending 
March  31,  1996  reached  $149.8  million,  a 23% 
increase  over  $121.5  million  for  the  same 
period  in  1995.  Net  income  was  $14.6  million, 
an  increase  of  32%  over  $11.1  million  for  the 
same  period  a year  ago. 

• Investment  support  systems  revenue  grew 
to  $92.7  million  during  the  quarter,  an 
increase  of  20%  over  the  same  period  in 
1995. 

• Disaster  recovery  services  revenue  increased 
17%  year  to  year,  to  $43.5  million  during  the 
period. 

• Computer  services  and  other  revenue 
increased  to  $13.6  million,  an  increase  of 
85%  over  the  same  period  the  prior  year. 

Market  Financials 

INPUT  estimates  that  the  majority  of 
SunGard's  revenue  is  derived  from  the 
banking  and  finance  industry.  The  remainder 
is  derived  from  clients  primarily  in  the 
insurance,  health  care,  manufacturing, 
distribution,  and  utilities  industries,  and  state 
and  local  government. 

• SunGard's  investment  support  systems 
(ISS)  are  provided  primarily  to  the  financial 
services  industry,  including  domestic  and 
international  banks,  and  other  financial 
institutions,  brokers/dealers,  mutual  funds 
and  transfer  agents,  insurance  companies, 
investment  advisors,  retirement  plan 
managers,  and  other  portfolio  managers. 
Other  clients  include  governments  and  large 
corporations. 

• Disaster  recovery  services  are  provided 
primarily  to  users  of  IBM  and  compatible 
mainframes,  and  Digital,  Hewlett-Packard, 
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IBM  midrange,  Prime,  Stratus,  Tandem, 
Texas  Instruments,  and  Unisys  computers. 

Geographic  Markets 

Approximately  82%  of  SunGard's  1995 
revenue  was  derived  from  the  U.S.  and  18% 


from  international  sources.  A three-year 
geographic  source  of  revenue  summary 
follows: 


SunGard  Data  Systems  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$437.7 

82% 

$377.0 

86% 

$333.9 

88% 

International 

94.9 

18% 

60.2 

14% 

47.5 

12% 

Total 

$532.6 

100% 

$437.2 

100% 

$381.4 

100% 

Acquisitions 

In  January  1996,  SunGard  acquired  Worrall 
Miller  & Associated  Pty.  Ltd.,  an  Australia- 
based  provider  of  pension  plan  administration 
software,  which  expands  the  international 
operations  of  the  Trust  and  Shareholder 
Systems  Group,  especially  in  the  Pacific  Rim. 

During  1995,  SunGard  spent  approximately 
$24  million  in  cash,  net  of  cash  acquired,  to 
acquire  four  investment  support  systems 
businesses  and  two  disaster  recovery  services 
businesses.  The  company  also  issued  a total 
of  4,253,000  shares  of  its  common  stock  to 
acquire  one  investment  support  systems 
business  and  two  health  care  information 
systems  businesses  in  transactions  that  were 
accounted  for  as  poolings  of  interest. 

• In  December  1995,  SunGard  acquired  the 
disaster  recovery  business  of  the  Newtrend 
Division  of  Electronic  Data  Systems 


Corporation,  which  consists  primarily  of 
recovery  services  for  users  of  Unisys  and 
Unisys-compatible  mainframe  computers. 
This  acquisition  has  expanded  the  customer 
base  of  the  company’s  Unisys  disaster 
recovery  platform. 

• In  November  1995,  the  company  acquired 
Renaissance  Software,  Inc.,  a Los  Altos 
(CA)-based  provider  of  trading,  risk 
management,  and  accounting  systems  to 
large  banks  and  other  market-makers  that 
trade  over-the-counter  interest  rate 
derivatives.  This  purchase  enhances 
SunGard’s  ability  to  market  risk 
management  and  derivative  trading 
software  systems  to  the  very  largest 
financial  and  “buy-side”  institutions. 

• All  Solutions  Financial  Systems,  a provider 
of  fund  and  asset  administration  systems  in 
Australia  and  New  Zealand,  was  acquired  in 
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September  1995,  also  contributing  to  the 
expansion  of  the  Trust  and  Shareholder 
Systems  Group. 

• MACESS  Corporation,  a provider  of  work- 
flow  management  and  document-imaging 
systems  to  the  health  care  industry,  was 
acquired  in  October  1995.  This  acquisition, 
along  with  the  acquisition  of  Intelus 
Corporation,  was  made  to  form  SunGard’s 
new  Healthcare  Information  Systems 
Group. 

• In  August  1995,  the  Financial  Systems 
Group  acquired  Market  Investment 
Solutions,  Inc.  (MIS),  a Colorado-based 
provider  of  microcomputer  investment 
management,  accounting,  and  reporting 
systems  for  the  insurance  industry.  This 
acquisition  complements  the  large 
mainframe-based  systems  that  SunGard 
provides  to  this  market. 

• In  August  1995,  SunGard  acquired  Intelus 
Corporation,  also  a provider  of  work-flow 
management  and  document-imaging 
systems  to  the  health  care  industry.  This 
purchase  pi'ovided  a portion  of  the 
foundation  for  SunGard’s  new  Healthcare 
Information  Systems  Group. 

• In  July  1995,  the  company  purchased  Bi- 
Tech  Software,  Inc.,  a California-based 
provider  of  accounting  systems  to  nonprofit 
organizations.  This  business  was  also  folded 
into  the  operations  of  the  company’s 
investment  support  systems  business. 

• The  Recovery  Services  Group,  the  disaster 
recovery  software  business  of  ChiCor 
Information  Management,  Inc.,  was 
acquired  in  March  1995,  significantly 
expanding  the  customer  base  of  SunGard’s 
disaster  recovery  business. 


• In  February  1995,  DML,  a New  York-based 
provider  of  securities  lending  and  brokerage 
accounting  software  systems,  was  acquired 
and  incorporated  into  SunGard’s  Trust  and 
Shareholder  Systems  Group. 

Employees 

As  of  December  31,  1995,  SunGard  had 
approximately  2,900  full-time  employees. 

Currently,  the  company  has  approximately 
3,000  employees. 

Key  Products  and  Services — Investment 
Support  Systems 

SunGard  designs,  markets,  and  maintains  a 
comprehensive  family  of  proprietary 
investment  support  systems  for  the  financial 
services  industry. 

The  investment  support  systems  are  delivered 
primarily  as  remote  processing  services  using 
SunGard  computer  equipment,  and  also 
through  software  licenses  for  use  on  the 
customer’s  own  computers. 

• The  systems  automate  the  complex 
accounting  calculations,  record  keeping,  and 
reporting  associated  with  investment 
operations. 

• During  1995,  the  company  continued 
product  unification  efforts  to  provide 
customers  with  access  to  multiple  systems 
and  data  through  common  graphical 
interfaces  and  shared  databases. 

• Some  of  the  company’s  mainframe  computer 
systems  were  converted  to  client/server 
technology  during  1995. 

Investment  Accounting  arid  Portfolio 
Management  Systems 
SunGard’s  investment  accounting  and 
portfolio  management  systems  maintain  the 
books  of  record  for  all  types  of  large 
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investment  portfolios,  such  as  those  managed 
by  banks,  mutual  funds,  employee  retirement 
plans,  and  insurance  companies. 


Principal  investment  accounting  and  portfolio 
management  systems  are  summarized  in  the 
following  table. 


Investment  Accounting 
and  Portfolio  Management  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

INVEST  ONE® 

IBM  mainframe 
UNIX  workstation 

Remote  processing 
service  and  software 
license 

Software  license 

International  banks,  large  bank 
trust  departments,  mutual  funds, 
insurance  companies,  and  other 
financial  institutions 

ON-LINE™ 

Bull  mainframe 

Remote  processing 
service 

Institutional  and  retail 
investment  advisers  and 
other  portfolio  managers 

ON-SITE™ 

UNIX  workstation 

Software  license 

Institutional  and  retail 
investment  advisers  and 
other  portfolio  managers 

ON-CORE™ 

Microcomputer 

Software  license 

Institutional  and  retail 
investment  advisers  and 
other  portfolio  managers 

MONEYMAX®/ 
SERIES  2™ 

UNIX  workstation 

Remote  processing 
service 

Government  treasurers  and 
financial  institutions 

PAL™ 

IBM  midrange 

Remote  processing 
service 

United  Kingdom  stockbrokerage  firms 
and  fund  managers 

PMS™/APS™ 

Microcomputer 

Software  license 

Small  banks,  thrifts,  and 
other  financial  institutions 

PAR  EX® 

Microcomputer 

Software  license  and 
remote  processing 
service 

Insurance  companies 

PRISM™ 

IBM  mainframe 

Software  license 

Insurance  companies 

SDIM™ 

Microcomputer 

Software  license 

Insurance  companies 

SERIES  1™ 

Microcomputer 

Software  license 

Insurance  companies 
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• In  August  1995,  SunGard  expanded  its 
investment  accounting  systems  product  line 
for  insurance  companies  with  the  addition  of 
the  PAR  EX  and  SDIM  products,  acquired 
through  the  purchase  of  Market  Investment 
Solutions,  Inc. 

• SunGard  also  provides  general  ledger 
accounting  systems  to  insurance  companies 
and  nonprofit  organizations.  These  products 
include  ABC™  (Accounting  Budget  and  Cost 
System),  CDS™  (Cash  Disbursement 
System),  and  EAS™  (Enterprise  Accounting 
System)  for  insurance  companies,  and 
IFAS™  (Interactive  Fund  Accounting 
System)  for  educational  institutions,  state 


and  local  governments,  and  other  nonprofit 
organizations.  These  products  were 
acquired  with  the  purchase  of  Bi-Tech 
Software,  Inc.  in  July  1995. 

Securities  Trading  and  Accounting  Systems 

SunGard’s  securities  trading  and  accounting 
systems  perform  investment  accounting 
functions  as  well  as  maintaining  inventories, 
processing  trade  activities,  and  monitoring 
compliance  with  government  regulations  and 
limits.  These  systems  are  used  primarily  by 
the  “sell  side”  of  the  investment  business. 

Principal  software  products  in  this  category 
are  summarized  in  the  following  table. 


Securities  Trading 
and  Accounting  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

BOLTI™,  BOLT  2™ 

IBM  mainframe 

Remote  processing 

Domestic  bank  capital  markets 
departments,  brokers/dealers, 
and  other  financial  institutions 

GSM  Global 
Securities  Manager® 

Digital  VAX,  UNIX 
workstation 

Software  license 

Domestic  bank  capital  markets 
departments,  brokers/dealers 
and  other  financial  institutions 

INTRADER® 

UNIX  workstation 

Software  license 

Domestic  bank  capital  markets 
departments,  brokers/dealers 
and  other  financial  institutions 

MONEYMARKET  II® 

Digital  VAX 

Remote  processing 
service  and  software 
license 

Domestic  bank  capital  markets 
departments,  brokers/dealers 
and  other  financial  institutions 

OMNI  SA™ 

IBM  mainframe 
IBM  AS/400 
IBM  RS/6000 

Remote  processing 
service  and  software 
license 

Domestic  bank  capital  markets 
departments,  brokers/dealers 
and  other  financial  institutions 

PHASE3® 

Tandem 

Remote  processing 
service  and  software 
license 

Domestic  bank  capital  markets 
departments,  brokers/dealers 
and  other  financial  institutions 
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During  1995,  SunGard  introduced  the 
SUNGARD  SOLUTIONS  NETWORK™, 
which,  through  strategic  alliances,  provides 
customers  with  third-party  services  such  as 
securities  descriptions,  pricing,  analytics,  and 
clearing. 

Trust,  Global  Custody  and  Securities  Lending 
Systems 

The  company’s  trust  systems  automate  the 
investment  operations  unique  to  the  bank 


trust  business.  Global  custody  systems 
automate  the  functions  associated  with  the 
worldwide  custody  and  safekeeping  of 
investment  assets.  Securities  lending  systems 
automate  the  functions  associated  with 
worldwide  securities  lending  activities. 

SunGard’s  principal  trust,  global  custody,  and 
securities  lending  systems  are  summarized  in 
the  following  table. 


Trust,  Global  Custody 
and  Securities  Lending  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

AUTOTRUST® 

IBM  mainframe 

Remote  processing 
service 

Small  and  medium-sized  bank  trust 
departments 

OMNI  ES™ 

IBM  mainframe 

Software  license  and 
remote  processing 
service 

Large  and  medium-sized  bank 
trust,  custody,  and  security 
departments 

OMNI  1C™ 

Scalable, 

multiplatform 

Software  license 

Bank  global  custody 
departments 

OMNILEND™ 

IBM  mainframe 
UNIX  workstation 

Software  license  and 
remote  processing 
service 

Banks,  broker/dealers,  and 
other  financial  institutions 

OMNI  IFS™ 

Microcomputer 
UNIX  workstation 

Software  license 

Banks,  broker/dealers,  and 
other  financial  institutions 

MICROTRUST® 

Microcomputer 

Software  license 

Small  bank  trust  departments 

• During  1995,  the  first  major  phase  of 
development  of  a Windows  version  of 
AUTOTRUST,  known  as  the 
CHARLOTTE™  system,  was  completed. 

• SunGard  also  consolidated  its  single- 
currency large  bank  trust  department 
product,  OMNITRUST®,  and  its  multi- 
currency  global  custody  product,  OMNI 
GS®,  into  the  single  product,  OMNI  ES, 
during  1995. 


• OMNILEND,  SunGard’s  principal  lending 
product,  was  acquired  through  the  purchase 
of  DML  in  February  1995. 

EXPEDITER™,  which  facilitates  the 
automated  entry  of  mutual  fund  transactions, 
is  also  marketed  to  the  company’s  trust 
accounting  systems  customers. 

Derivatives  Trading  Systems 
SunGard’s  derivatives  trading  systems  are 
also  used  primarily  by  the  “sell  side”  of  the 
investment  business.  These  systems  provide 
trading  support,  risk  management,  trade 
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processing,  and  accounting  functions.  They 
also  assist  with  hedging  strategies  and 
monitoring  compliance  with  capital 


requirements,  trading  limits,  and  government 
regulations. 

The  following  table  shows  the  principal 
software  products  in  this  category. 


Derivatives  Trading  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

DEVON 

DERIVATIVES 

SYSTEM™ 

Windows  NT 
UNIX  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

DEVON  FOREX 
SYSTEM™ 

UNIX  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

PANORAMA™ 

Windows  NT 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

DEVON  SECURITIES 
SYSTEM™ 

Windows  NT 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

INTAS® 

UNIX  workstation 
Digital  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

OPTAS® 

UNIX  workstation 
Digital  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

OPUS® 

UNIX  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

TRADENET™ 

Windows 
Windows  NT 
UNIX  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

OCTAGON™ 
FUTURES  SYSTEM 

UNIX  workstation 
Digital  workstation 

Software  license  and 
remote  processing 
service 

International  banks  and 
brokerage  firms  active  in  the 
futures  markets  for  principal 
and  customer  business 

Page  12  of  17 


©INPUT  1996  Reproduction  prohibited. 


SunGard  Data  Systems  Inc. 

April  1996 


INPUT  Vendor  Profile 


The  OPUS  risk  management  and  interest  rate 
derivatives  application  product  family  was 
acquired  with  the  acquisition  of  Renaissance 
Software,  Inc.  in  November,  1995. 


Participant  Accounting  Systems 

Participant  accounting  systems  automate  the 
investment  operations  associated  with  defined 
contribution  retirement  plans  such  as  401(k) 
plans. 


Participant  Accounting  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

OMNIPLAN® 

OMNIPAY® 

OMNIDBEN™ 

IBM  mainframe 

Remote  processing, 
software  license,  and 
full  service  bureau 
processing 

Corporate,  bank,  and  other 
retirement  plan  managers 

UNIX  workstation 

Software  license 

Corporate,  bank,  and  other 
retirement  plan  managers 

IBM  AS/400 

Software  license 

Corporate,  bank,  and  other 
retirement  plan  managers 

Microcomputer 

Software  license 

Corporate,  bank,  and  other 
retirement  plan  managers 

MPR™ 

Microcomputer 

Software  license 

Small  and  medium-sized  banks 

During  1995,  SunGard  continued  development 
of  OMNIPLUS™,  the  successor  to 
OMNIPLAN,  which  will  support  all  types  of 
defined  contribution  plans. 

Investment  Reporting  and  Analysis  Systems 
Investment  reporting  and  analysis  systems 
accept  accounting  data  from  other  investment 


support  systems,  perform  special  analyses  for 
fund  managers  and  customers,  and  produce 
regulatory  reports  for  retirement  plan 
sponsors  and  participants. 

The  company’s  principal  software  products  in 
this  category  are  shown  in  the  table  below. 


Investment  Reporting 
and  Analysis  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

DATAPREP™ 

EMBERS® 

IBM  mainframe 

Remote  processing  & 
software  license 
services 

Corporate,  bank,  and  other 
retirement  plan  managers 

SUPERF4® 

IBM  mainframe 

Remote  processing  & 
software  license 
services 

Corporate,  bank  and  other 
retirement  plan  managers 

OMNISTATION™ 

UNIX  workstation 

Software  license 

Large  and  medium-sized  banks 
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During  1995,  SunGard  introduced  GLOBAL 
CLIENT  REPORTING™,  which  provides 
comprehensive  investment  reporting  of  all 
assets  and  liabilities  for  both  master  trust  and 
global  custody  accounts. 


Shareholder  Accounting  Systems 

Shareholder  accounting  systems  automate  the 
transfer  agent  process  for  stock,  bond,  and 
mutual  fund  issues.  The  company’s  principal 
shareholder  accounting  systems  are  shown 
below. 


Shareholder  Accounting  System 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

INVESTAR® 

IBM  mainframe 

Remote  processing 
service 

Large  mutual  fund  managers 
and  transfer  agents 

SUNSTAR® 

IBM  mainframe 

Remote  processing 
service  and  software 

Large  bank,  corporate,  and 
utility  stock  and  bond 

UNIX  workstation 

license 

transfer  agents 

SunGard  also  markets  POWERIMAGE®,  a 
work-flow  management  and  document- 
imaging software  system,  to  users  of  its 
shareholder  accounting  systems. 

Key  Products  and  Services — Disaster 
Recovery  Services 

SunGard  Recovery  Services  Inc.'s  recovery 
sei’vices  are  marketed,  directly  and  through 
representatives,  to  users  of  Digital,  and  IBM 
(and  compatible)  mainframe  computers,  HP 
and  IBM  midrange  (AS/400,  RS/6000,  and 
Systems/3X)  computers,  and  Sequent, 
Stratus,  Tandem,  and  Unisys  computers. 

SunGard’s  Work  Group  RecoverySM,  is  the 
company’s  disaster  recovery  service  that 
includes  five  multipurpose  testing  and 
recovery  MetroCenters®  in  the  U.S. 

• These  multiple  hotsite  and  coldsite 
facilities  provide  customers  with  the  use  of 
general  office  space  and  office  equipment, 
as  well  as  enhanced  remote  operation 
capabilities  for  using  SunGard's  disaster 
recovery  systems  for  tests  or  recovery 
operations  without  traveling  to  a SunGard 
hotsite. 


• This  service  also  includes  MegaVoice®,  a 
centralized  voice  communications  recovery 
service  that  can  redirect  the  customer's 
incoming  telephone  calls  to  the  alternate 
recovery  site. 

• MetroCenters  are  located  in  Boston  (MA), 
Dallas  (TX),  Toronto  (Canada),  St.  Paul 
(MN),  St.  Louis  (MO),  Santa  Ana  (CA), 
Herndon  (VA),  Jersey  City  (NJ), 
Beechwood  (OH),  and  Northvale  (MI). 

• During  1995,  SunGard  introduced 
Program  Management  Services™,  which 
encompasses  the  design,  coordination,  and 
management  of  all  aspects  of  a customer’s 
disaster  recovery  programs. 

Most  of  the  company's  disaster  recovery 

customers  purchase  a basic  package  of 

services  that  includes: 

• Use  of  a hotsite  for  six  weeks  to  recover 
from  any  computer  center  failure 

• Use  of  a coldsite  for  six  months  if  recovery 
operations  must  continue  for  more  than 
six  weeks 
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• Use  of  a hotsite  to  regularly  test  disaster 
recovery  procedures 

• Use  of  adjacent  office  and  terminal  space 
during  recovery  operations  and  tests 

• Technical  assistance  when  conducting 
recovery  operations  and  tests 

• Technical  assistance  with  designing  and 
implementing  a backup  communications 
network 

SunGard's  MegaCenters®  are  multiple 
hotsite  and  coldsite  facilities  that  customers 
may  use  directly  or  remotely. 

SunGard  operates  five  MegaCenters  as 
follows: 

• Atlanta,  with  eight  Digital,  one  Prime,  and 
one  Texas  Instruments  hotsite 

• Chicago,  with  three  IBM  mainframe,  three 
IBM  midrange,  one  Tandem,  and  one 
Unisys  (mobile)  hotsite 

• Philadelphia,  with  five  Digital,  seven  HP, 
four  IBM  mainframe,  one  Sequent,  four 
Stratus,  and  two  Tandem  hotsites,  and 
nine  mobile  HP,  ten  IBM  midrange,  one 
NCR,  and  six  Sun  Microsystems  computer 
systems.  In  1995,  this  facility  also  opened 
a local-area  network  (LAN)  server  center. 

• Warminster  (PA),  with  six  Unisys  hotsites 

• Scottsdale  (AZ),  with  five  Prime  and  five 
Unisys  computers,  and  one  Unisys  mobile 
computer 

As  of  December  31,  1995,  SunGard  had 
approximately  6,300  disaster  recovery 
contracts  in  force.  These  contracts  generally 
require  the  payment  of  monthly  fees  and 
range  in  duration  from  one  to  five  years. 


During  1995,  SunGard  continued  expanding 
its  matrix  switching  capabilities  to  allow  for 
more  efficient  communications  during 
customer  tests  and  recovery  operations.  The 
company  is  also  implementing  a 
synchronous  optical  network  (SONET)  in 
the  New  York,  northern  New  Jersey,  and 
Philadelphia  markets,  which  was  to  be 
operational  in  early  1996. 

In  1995,  the  customer  base  of  the  company’s 
Unisys  platform  offerings  was  expanded 
through  the  acquisition  of  the  Newtrend 
Division  of  Electronic  Data  Systems 
Corporation. 

Through  SunGard  Planning  Solutions  Inc., 
the  company  provides  disaster  recovery- 
related  consulting  and  education 
professional  services  and  software  products. 

• Professional  consulting  services  for 
disaster  recovery  and  business  resumption 
planning  include  risk  analyses; 
developing,  preparing,  and  updating 
customized  disaster  recovery  plans  and 
manuals;  and  auditing  customers'  disaster 
recovery  procedures  and  recommending 
improvements. 

• SunGard  regularly  conducts  seminars  and 
industry  conferences  on  disaster  recovery 
and  related  topics. 

• The  company  also  markets  DP/90  PLUS®, 
a microcomputer  software  package  that 
automates  the  preparation  and 
maintenance  of  disaster  recovery  plans. 

• SunGard  also  markets  CBR™ 
Comprehensive  Business  Recovery,  a 
Windows-based  microcomputer  software 
product  that  automates  the  preparation 
and  maintenance  of  disaster  recovery 
plans. 
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• In  March  1995,  the  disaster  recovery 
planning  software  business  of  ChiCor 
Information  Management,  Inc.  was 
acquired,  augmenting  the  company’s 
disaster  recovery  services. 

Key  Products  and  Services — Computer 
Services  and  Other 

Computer  Services 

SunGard  provides  remote-access  computer 
services  primarily  to  software  developers 
and  government  agencies,  and  also  provides 
outsourcing  services.  In  addition,  the 
company  provides  direct  marketing 
computer  services  and  automated  mass 


The  Healthcare  Information  Systems  Group  is 
comprised  of  Intelus  Corporation,  acquired  in 
August  1995,  and  MACESS  Corporation, 
acquired  in  October  1995. 

Marketing  and  Sales 

SunGard  markets  its  specialized  computer 
services  and  software  throughout  the  U.S.  and 
internationally  via  its  direct  sales  force.  The 
company  develops  and  maintains  proprietary 
marketing  information  by  identifying 
prospective  customers  through  a variety  of 
databases  and  other  sources,  then  marketing 
directly  to  them.  SunGard  also  conducts 
seminars  and  participates  in  industry 
conferences  to  attract  customers. 


mailing  and  printing  services  through 
computer  centers  in  Voorhees  (NJ)  and 
Birmingham  (AL). 

Healthcare  Information  Systems 

The  Healthcare  Information  Systems  Group, 
formed  in  1995,  provides  work-flow 
management  and  document-imaging 
systems  primarily  to  health  care  institutions 
and  health  insurance  companies,  as  well  as 
to  financial  institutions,  corporations,  and 
government  agencies. 

SunGard’s  principal  systems  in  this  category 
are  shown  in  the  following  table. 


Alliances 

SunGard  Recovery  Services  and  Applied 
Communications  Inc.  (ACI)  have  an  alliance 
combining  SunGard's  disaster  recovery 
expertise  with  ACI's  Tandem-specific  support 
through  its  ASTech  Services  program  to  offer 
Tandem  users  enhanced  subscriber  testing 
and  recoverability. 

SunGard  Planning  Solutions  has  marketing 
relationships  with  LEGENT  Corporation  and 
Dialogic  Communications  Corporation  (DCC) 
whereby  SunGard  can  market  LEGENT's 
Sunrise  automated  recovery  software  and 
DCC's  PC-based  disaster  recovery 
telenotification  software. 


Healthcare  Information  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

l-MAX™ 

Microcomputer 

Software  license 

Health  insurance  companies 

ChartFlo®  2000 

UNIX  workstation 
Microcomputer 

Software  license 

Hospitals,  health  care  institutions, 
and  medical  clinics 

AccountFlo™ 

UNIX  workstation 
Microcomputer 

Software  license 

Hospitals,  health  care  institutions, 
and  medical  clinics 

ProcessFlo® 

UNIX  workstation 
Microcomputer 

Software  license 

Banks  and  other  financial  institutions, 
and  government  agencies 
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SunGard  also  has  alliances/marketing 
agreements  with  various  vendors  as  follows: 


systems  area,  such  as  Automatic  Data 
Processing,  Inc.  and  First  Data  Corporation. 


• GE  Capital  Computer  Leasing 

• Bell  Atlantic  Business  Systems  Services 

Competition 

SunGard’s  primary  competitors  for  its 
computer  disaster  recovery  services  include 
Comdisco  Disaster  Recovery  Services,  Inc.  and 
IBM  (Integrated  Systems  Solutions 
Corporation). 

Although  SunGard  has  no  major  competitors 
for  its  investment  support  systems,  there  are 
numerous  other  data  processing  and  financial 
software  vendors,  categorized  into  two  broad 
groups — smaller  specialized  investment 
support  systems  companies,  and  larger 
computer  services  companies  whose  principal 
businesses  are  not  in  the  investment  support 


The  health  care  information  systems  business 
competes  primarily  with  larger  companies 
that  provide  imaging  systems  to  multiple 
industries. 

INPUT  Assessment 

SunGard  has  distinguished  itself  from 
competitors  by  the  spectrum  of  investment 
support  system  products  offered.  As  well,  by 
providing  its  disaster  recovery  products  and 
services  on  multiple  platforms,  the  company  is 
offering  comprehensive  services  that  provides 
it  with  a competitive  advantage  over  other 
providers.  This  depth  and  variety  of  offerings 
supports  the  company’s  goal  of  becoming  a 
one-stop  shopping  provider  in  the  investment 
support  systems  and  disaster  recovery 
services  markets. 
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SupplyTech,  Inc. 


CEO:  Ted  Annis 

President:  Gail  Jackson 

1000  Campus  Drive 

Ann  Arbor,  Ml  48104-6700 

Phone:  (313)  998-4000 

Fax:  (313)998-4099 


ki  SupplyTech 


Status:  Private 

Employees:  175(6/96) 

Revenue:  $17,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• SupplyTech  has  one  of  the  largest  installed 
bases  of  EDI  software  users,  with  more  than 
17,000  installations  worldwide,  making  it 
one  of  the  most  successful  EDI  companies 
today.  SupplyTech’s  client  base  includes 
virtually  all  types  of  businesses  and 
industries,  such  as  automotive, 
transportation,  health  care,  the  U.S. 
government,  the  Canadian  government,  and 
many  others. 

• SupplyTech  has  expanded  its  operations 
internationally  with  affiliates  in  Mexico, 


Italy,  Australia,  and  the  U.K.,  and  value- 
added  resellers  in  24  countries  worldwide. 

• SupplyTech  now  offers  AS/400  EDI  software 
and  plans  to  introduce  Windows  NT  and 
UNIX  versions  of  its  STX  EDI  software 
during  1996  and  1997. 

Company  Description 

Founded  in  1984,  SupplyTech,  Inc.  is  a 
leading  supplier  of  EDI  and  Electronic 
Commerce  solutions,  with  an  extensive 
network  of  offices  and  VARs  (value-added 
resellers)  around  the  world.  The  company 
provides  comprehensive  EDI  consulting  and 
implementation  services,  as  well  as  flexible, 
standards-based  EDI  software. 

SupplyTech’s  key  product  offerings  include: 
STX®  EDI  translation  software,  STMAP®  and 
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STFORMS®  mapping  integration  software, 
and  STBAR®  bar  code  labeling  software. 

SupplyTech  has  the  following  industry 
relationships: 

• Former  Vice  Chairperson  of  ANSI  ASC  X12 

• Member  of  X12  Steering  Committee 

• Former  member  of  DISA  Board  of  Directors 

• Member  of  the  international  EDIFACT  SDG 
(Syntax  Development  Group) 

• Participation  in  various  industry  groups, 
including  AIAG,  EIDX,  VICS,  TALC, 
MOTOR,  AIA,  CIDX,  TCIF,  and  IBCA 

Operations/Structure 

SupplyTech,  Inc.  is  headquartered  in  Ann 
Arbor  (MI).  The  company  affliates  are  in 
Mexico  (SupplyTech  de  Mexico,  S.A.  de  C.V., 
Mexico  City),  Italy  (SupplyTech  International 
S.r.L.),  Austraha  (SupplyTech  Australia),  and 
the  U.K.  (SupplyTech  U.K.). 


Company  Strategy 

SupplyTech’s  strategy  is  to  provide  EDI 
products  with  multilingual  capabilities  for 
industry  and  government  use  worldwide. 

The  company  plans  to  expand  the  availability 
of  its  EDI  products  to  Windows  NT  and  UNIX 
environments  in  1996  and  1997.  Expanded 
mapping  features  are  also  planned  for  these 
products. 

SupplyTech’s  marketing  strategy  includes 
direct  sales  and  support  in  North  America, 
Europe,  Austraha,  and  Mexico,  with  the  rest 
of  the  world  serviced  by  qualified  value-added 
resellers  (VARs). 

Financials 

SupplyTech’s  1995  revenue  reached  $17 
million,  a 26%  increase  over  1994  revenue  of 
$13.5  million.  A five-year  revenue  summary 
follows: 


SupplyTech,  Inc. 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$17.0 

$13.5 

$12.4 

$10.0 

$8.4 

• Percent  change  from 
previous  year 

26% 

9% 

24% 

19% 

11% 

SupplyTech  is  profitable  and  well-balanced 
financially,  and  has  no  outside  or  venture- 
capital  investment.  An  unused  $2  million 
line  of  credit  is  maintained  at  a local  bank. 

Market  Financials 

SupplyTech’s  customer  base  ranges  from 
very  small  to  very  large  companies.  Its  EDI 


software  is  used  in  more  than  20  industries, 
including  retail,  automotive,  aerospace, 
chemical,  computer,  electronics, 
import/export,  textile,  food  service, 
agriculture,  Canadian  and  U.S. 
governments,  education,  and  health  care. 
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Approximately  25%  of  the  standards-based 
EDI  users  in  the  U.S.’  automotive  and  retail 
industries  use  SupplyTech’s  EDI  software. 

Geographic  Markets 

Approximately  80%  of  SupplyTech’s  1995 
revenue  was  derived  from  the  U.S.,  10% 
from  Canada  and  Mexico,  and  10%  from 
Europe,  South  America,  and  the  Pacific  Rim. 

SupplyTech  has  customers  in  over  26 
countries,  including  the  U.S.,  Canada, 
Mexico,  France,  Belgium,  the  U.K.,  Israel, 
Colombia,  China,  Australia,  and  Japan. 

Employees 

SupplyTech  currently  has  175  employees, 
and  17  contractors  (11  in  research  and 
development,  3 in  Customer  Service,  2 in 
Services,  and  1 in  technical  support), 
segmented  as  follows: 


Services 6 

Sales  and  marketing 66 

Research  and  development 40 

Customer  support 50 

General  and  administrative 13 


175 

Key  Products  and  Services 

STX  Translation  Software 

STX  translation  software  products  are 
powerful  electronic  data  interchange  (EDI) 
applications  that  support  the  electronic 
exchange  of  business  transactions.  These 
software  packages  offer  communications, 
message  processing,  mapping,  translation, 
and  administration  capabilities. 

• STX  translation  software  runs  on  multiple 
platforms,  including  DOS,  Windows®, 
DOS/VSE,  MVS®,  and  AS/400® 
environments. 


• STX  EDI  translation  software  handles  all 
EDI  standards,  including  ANSI  X12, 
TDCC,  and  EDIFACT  transactions.  STX 
also  supports  all  cross-industry  standards 
such  as  VICS,  UCS,  AIAG,  TALC,  and 
CIDEX. 

• The  STX  software  is  menu  driven  and 
provides  complete  data  entry  screens  and 
input  editing  capability  for  all  standard 
UCC-based  transactions. 

• An  external  file  interface  is  available  to 
move  data  between  STX  and  any  other 
application  programs,  including  bar  code 
label  generation  and  scanning. 

• STX  translation  software  also  offers  the 
following  features: 

- An  administration  system  that  handles 
backup,  recovery,  retransmission  of 
transactions,  generation  of  Functional 
and  Interchange  Acknowledgments,  and 
trading  partner  record  creation 

- Management  reporting  capabilities 

- Database  browsing 

- Flexible  data  entry  capabilities  via  the 
keyboard  or  bar  code  scanning 
equipment 

- Advanced  mapping  capabilities 

- Automatic  operations  to  perform  EDI 
without  operator  intervention 

• STX  operates  as  a standalone  workstation 
or  integrated  with  an  application. 

• STX  for  the  Mainframe  EDI,  announced  in 
1995,  is  available  for  IBM  mainframes, 
providing  batch  EDI  capabilities  and  the 
following  features: 

- Allows  the  user  to  send  a transaction  to 
the  application  and  have  it  returned 
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while  the  process  is  on-line,  in  batch 
operation 

- Standard  script  language  for  all  main 
batch  processes  and  CICS 

- Multiple  EDI  dictionaries  that  may  be 
reviewed  and  updated  on-line 

• STX  for  Windows,  released  in  1995,  offers 
the  following  features: 

- Point  and  click  graphical  user  interface 

- Multilingual  menus 

- Libraries  of  communications  log-ons  and 
predefined  EDI  transactions  to  reduce 
implementation  time 

- STFORMS®  Forms  Overlay  Generator, 
announced  in  May  1995,  is  a software 
mapping  tool  for  integration  with  STX 
for  Windows. 

• This  development  tool  is  used  to 
customize  formats  for  data  entry  and 
printing,  providing  a data 
entry/translation  engine  and  Overlay 
technology. 

• STFORMS  allows  formats  to  be 
created  that  customize  the  way  in 
which  data  is  entered  at  the  keyboard, 
as  well  as  how  it  is  presented  on-screen 
and  on  printed  documents. 

• Availability  of  STX  for  UNIX  is  expected 
in  1996,  and  STX  for  Windows  NT  in  1997. 

STMAP  Mapping  Software 

STMAP  for  Windows,  released  in  May  1995, 
is  a mapping/translation  software  tool  for 
integrating  EDI  with  a company’s  internal 
applications.  It  allows  the  user  to  create 
mapping  definitions  and  perform 
translations  between  the  company’s 
application  files  and  its  trading  partners’ 
EDI  documents. 


• STMAP  is  compatible  with  DOS, 
Windows®,  UNIX®,  and  MVS® 
environments. 

• STMAP  offers  advanced  capabilities  for 
managing  the  translation  process  and 
performs  compliance  requirements.  When 
items  are  rejected,  STMAP  routes  them  to 
a file  where  they  can  be  processed  off-line. 

• Additional  features  include  flow 
diagramming,  loop  processing,  and  the 
ability  to  designate  a list  of  actions  to  be 
taken  when  a specific  EDI  segment  or 
element  is  translated. 

• STMAP  supports  the  major  EDI  and 
transaction  standards  in  addition  to 
allowing  the  user  to  translate  maps  to  and 
from  proprietary  formats. 

• STMAP  accepts  and  outputs  application 
files  in  several  formats  (ASCII  sequential, 
delimited,  or  xBase)  without  requiring  file 
conversion. 

• STMAP  consists  of  two  components:  the 
STMAP  user  interface,  which  allowrs  users 
to  develop  maps,  and  the  STMAP 
translation  engine,  which  translates  EDI 
data  and  application  files  according  to  the 
rules  of  those  maps. 

• STMAP  for  the  Mainframe  is  designed  for 
implementing  EDI  on  legacy  systems. 

STBAR- Bar  Code  Labeling  Software 

STBAR  is  SupplyTech’s  bar  code  labeling 

software  product  for  the  IBM  and 

compatible  microcomputers  running  MS 

DOS  and  Windows. 

• STBAR  is  a flexible  software  package  that 
allows  the  user  to  design,  manage,  and 
print  bar  code  labels.  When  integrated 
with  EDI  systems,  bar  code  labeling 
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software  extends  the  functionality  and 
efficiency  of  order  processing,  inventory, 
warehousing,  and  shipping  systems. 

• STBAR’s  client/server  architecture  allows 
it  to  operate  as  a standalone  or  multi-user 
system. 

• STBAR  prints  bar  code  labels  in  a wide 
variety  of  industry  standard  label  formats, 
including:  AIAG,  LOGMARS,  HIBC, 
Primary  Metals,  Telecommunications,  and 
Retail.  It  supports  all  standard  bar  code 
symbologies,  including:  Code  3 of  9,  Code 
128  - Subset  B,  Code  128  - Subset  C,  UPC- 
A,  EAN  8,  EAN  13,  and  Interleaved  2 of  5. 

• STBAR  supports  a wide  range  of  bar  code 
printers,  including:  Intermec®,  HP 
Laserjet®,  Zebra®,  Monarch®,  Sato®,  and 
Printronix®  with  IGP®  Interface. 

• Availability  of  STBAR  for  Windows  NT  is 
expected  in  1997. 

EDI  Implementation  Services 
SupplyTech’s  EDI  Implementation  Services 
Department,  formed  in  1994,  offers  hub 
implementation  services,  EDI  integration, 
EDI  document  mapping,  map  development, 
implementation  guide  preparation, 
seminars,  and  training. 

• The  Implementation  Services  Department 
provides  experienced  EDI  roll-out  teams 
for  project  planning,  design,  and  complete 
hub  implementation  management 
services. 

• SupplyTech  can  assist  a hub  in  identifying 
the  data  required  to  implement  ANSI  X12 
and  EDIFACT  EDI  standards,  then  map 
documents  to  the  EDI  standards  for 
successful  implementation. 


• SupplyTech’s  EDI  Implementation  Guide 
was  created  to  define  the  EDI  relationship 
between  a hub  and  its  trading  partners.  It 
provides  key  information  on  how  to 
become  EDI  capable. 

• SupplyTech  offers  EDI  seminars  to 
introduce  the  Hub’s  trading  partners  to 
EDI  and  the  commercial  benefits  they  can 
receive  from  this  electronic  link. 

• SupplyTech  offers  a variety  of  training 
programs,  ranging  from  EDI 
operations — using  STX  for  the 
Microcomputer  (DOS  and  Windows)  and 
STX  for  the  Mainframe — to  mapping  EDI 
and  application  file  definitions  using  STX 
Overlay  Generator  or  STMAP. 

• The  Implementation  Services 
organization’s  Trading  Partner 
Implementation  Program  (TPIP)  provides 
services  for  EDI  hubs,  offering  complete 
administrative  and  technical  support  of 
the  hub  trading  partners. 

Clients 

SupplyTech  customers  include 
approximately  250  of  the  Fortune  500,  U.S. 
and  Canadian  government  agencies,  and 
various  small  and  medium-sized  companies. 

Approximately  800  STX  installations  are 
part  of  the  Caterpillar,  Inc.  EDI  program 
whereby  seven  EDI  documents  are 
exchanged  between  Caterpillar  and  its 
suppliers  worldwide. 

Other  key  clients  include  AT&T,  Boeing, 
Dana  Corporation,  Ford  Motor  Company, 
General  Motors,  Johnson  & Johnson,  IBM, 
NEC  Electronics,  Nippondenso,  Sears, 
Steelcase,  Yellow  Freight,  and  Xerox. 
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Marketing  & Sales 

SupplyTech  markets  its  products  through  a 
direct  sales  force  in  the  U.S.  and  Canada, 
affdiates  in  Mexico,  Italy,  Australia,  and  the 
U.K.,  and  a network  of  international  VARs 
throughout  Africa,  China,  Japan,  the  Middle 
East,  and  South  America. 

Alliances 

SupplyTech  has  various  EDI  relationships 
as  follows: 

• SupplyTech  is  an  IBM  Information 
Network  MAP  and  Business  Partner. 

• SupplyTech  is  an  agent  for  the  AT&T,  BT 
TYMNET  (now  MCI),  IBM,  Sterling,  and 
GE  Information  Services  value-added 
networks. 

• AT&T  comarkets  STX  for  the 
Microcomputer. 

• MCI  comarkets  STX  for  the 
Microcomputer. 


• Ameritech  comarkets  STX  in  its  region. 

• SupplyTech  is  a Microsoft  Solutions 
Provider. 

• ADP  resells  STX  in  North  America. 

• WorldLinx  (Bell  Canada)  resells  STX  for 
the  Microcomputer  in  Canada. 

• STX  connects  to  all  major  third-party  EDI 
networks  and  most  private  ones. 

• SupplyTech  has  an  EDI  Services  Alliance 
with  Price  Waterhouse. 

• SupplyTech  has  international  VARs  for 
STX  in  Argentina,  Australia,  Belgium, 
Brazil,  Canada,  Colombia,  France,  Hong 
Kong,  Israel,  Italy,  Japan,  Korea, 
Luxembourg,  the  Netherlands,  Poland, 
Puerto  Rico,  South  Africa,  Taiwan,  the 
U.K.,  and  Venezuela. 

Competitors 

Major  competitors  include  GEIS  and 

Sterling  Software. 
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Supply  Tech,  Inc. 


CEO:  Ted  Annis 

President:  Gail  Jackson 

1000  Campus  Drive 

Ann  Arbor,  Ml  48104-6700 

Phone:  (313)998-4000 

Fax:  (313)998-4099 


Status:  Private 

Employees:  155  (12/94) 

Revenue:  $ 13,500,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• Supply  Tech  is  one  of  the  most  successful  EDI 
companies  today.  It  has  the  largest  installed  base  of 
all  vendors  of  PC  EDI  software.  Its  strong 
marketing  and  sales  organization  puts  it  consistently 
in  the  major  industries. 

• Supply  Tech  has  expanded  its  operations 
internationally  with  an  affiliate  in  Mexico  and  in 
Italy  and  value-added  resellers  in  23  other  countries 
worldwide. 

• The  company  plans  to  introduce  Windows  and 
UNIX  versions  of  its  STX  EDI  software  during 


early  1995.  A significant  advanced  translation 
feature  has  been  added  to  all  platforms. 

Company  Description 

Supply  Tech.  Inc.,  founded  in  1984  by  Ted  Annis  and 
Gail  Jackson,  currently  develops,  markets  and 
supports  electronic  data  interchange  (EDI)  software 
for  IBM  PCs  (STX®  for  the  Microcomputer,  STX® 
for  Window's)  and  mainframes  (STX®  for  the 
Mainframe)  and  related  bar  coding  software  for  IBM 
PCs. 

Supply  Tech's  EDI  software  is  used  worldwide  in  over 
20  industries. 

Supply  Tech  has  the  following  industry  relationships: 

• Vice  Chairperson  of  ANSI  ASC  X12 

• Member  of  X 12  Steering  Committee 
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• Former  member  of  DISA  Board  of  Directors 

• Member  of  the  international  EDIFACT  SDG 
(Syntax  Development  Group) 

• Participation  in  various  industry'  groups,  including 
AIAG,  EIDX,  V1CS,  TALC,  MOTOR,  AIA, 
CIDX,  TCIF  and  IBCA. 

Operations/Structure 

Supply  Tech,  Inc.  is  headquartered  in  Ann  Arbor 
(MI).  The  company  affliates  in  Mexico  (Supply 
Tech  de  Mexico,  S.A.  de  C.V.,  Mexico  City)  and 
Italy  and  plans  another  in  Canada. 

Company  Strategy 

Supply  Tech's  strategy  is  to  provide  EDI  products 
with  multilingual  capabilities  for  use  in  industry  and 
government  worldwide. 


The  company  plans  to  expand  the  availability  of  its 
EDI  products  to  Windows  and  UNIX  environments. 
Expanded  mapping  features  arc  also  planned  for 
these  products. 

Supply  Tech's  marketing  strategy  includes  direct 
sales  and  support  in  North  America  and  Mexico,  with 
the  rest  of  the  world  serviced  by  qualified  value- 
added  resellers  (VARs) 

Financials 

Supply  Tech's  1994  revenue  reached  $13.5  million,  a 
9%  increase  over  1993  revenue  of  $12.4  million.  A 
five-year  revenue  summary  follows: 


Supply  Tech,  Inc. 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$13.5 

$12.4 

$10.0 

$8.4 

$7.6 

• Percent  change  from 

previous  year 

9% 

24% 

19% 

11% 

9% 

Supply  Tech  is  profitable,  has  no  significant  long- 
term debt,  is  well-balanced  financially  and  has  no 
outside  or  venture-capital  investment.  An  unused 
SI  million  line  of  credit  is  maintained  at  a local 
bank. 

Market  Financials 

Supply  Tech's  customer  base  ranges  from  verv 
small  to  very  large  companies.  Its  EDI  software  is 
used  in  over  20  industries,  including  retail, 
automotive,  aerospace,  chemical,  computer, 
electronics,  import/export,  textile,  food  service, 
agriculture,  federal  government.  Canadian 
government,  education  and  health  care. 


Approximately  25%  of  the  standard-based  EDI 
users  in  the  U.S.'  automotive  and  retail  industries 
use  Supply  Tech's  EDI  software. 

Geographic  Markets 

Approximately  80%  of  Supply  Tech's  1994 
revenue  was  derived  from  the  U.S.,  10%  from 
Canada  and  Mexico,  and  1 0%  from  Europe,  South 
America  and  the  Pacific  Rim. 

Supply  Tech  has  customers  in  over  22  countries, 
including  the  U.S.,  Canada.  Mexico.  France, 
Belgium,  the  U.K.,  Israel,  Colombia.  China. 
Australia  and  Japan. 
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Employees 

Supply  Tech  currently  has  150  employees,  and  5 
contractors  (2  in  sales  and  marketing,  2 in  research 
and  development  and  1 in  general  and 
administrative),  segmented  as  follows: 


Services 4 

Sales  and  marketing 48 

Research  and  development 40 

Customer  support 50 

General  and  administrative 13 


155 

Key  Products  and  Services 

STX®  for  the  Microcomputer,  introduced  in  1987, 
is  Supply  Tech's  microcomputer-based  general- 
purpose  EDI  software  product. 

• STX  supports  the  electronic  exchange  of 
business  transactions,  including  Releases, 
Advance  Ship  Notices,  Purchase  Orders, 

Purchase  Order  Acknowledgements,  Requests  for 
Quote,  Quotes,  Invoices,  Remittance  Advice, 

Bills  of  Lading  and  CAD  files. 

• STX  supports  all  ANSI  XI 2,  TDCC, 

EDIFACT.  and  UCS  EDI  transactions,  including 
the  various  industry-related  standards  such  as 
AIAG,  WINS,  VICS,  EDX,  CIDX  and  TALC. 
U.S.A.  Patent  # 4,95 1,196  was  issued  to  Supply 
Tech  in  August  1990  for  the  unique  approach 
used  in  STX  to  handle  all  of  these  standards  and 
all  variations  concurrently. 

• STX  for  the  Microcomputer  runs  on  IBM  and 
compatible  microcomputers  and  offers  the 
following  features: 

- Connectivity  to  most  public  and  private  EDI 
networks 

- Support  of  3780  bisynchronous,  most 
asynchronous,  and  high-speed  asynchronous 
communications 

- Automatic  generation  of  data  entry  screens, 
report  formats  and  fiat-file  interfaces 


- A bar  code  interface 

- On-demand  hard  copy  reporting 

- Unattended  operation 

- Menu-driven,  push-button,  autodial  operation 

- EDI  Transaction  Formats  designed  and 
implemented  without  programming  (typically 
done  by  Supply  Tech) 

- Document  turnaround 

- Password  security 

- Flat-file  interface  for  integration  with  other 
computer  applications 

- Multilingual  interface 

• STX  for  the  Microcomputer  is  priced  at  $2,495 
The  company  provides  training  ($495  per  day) 
and  hotline  support  ($660/year  for  the  base 
system). 

STX®  for  the  Mainframe,  introduced  in  1990,  is 
available  for  IBM  mainframes  running  DOS/VSE 
or  MVS  using  VSAM  and  CICS. 

• It  supports  all  ANSI  XI 2,  TDCC  and  UCS  EDI 
transactions,  including  all  of  the  industry  -related 
standards.  EDIFACT  support  was  added  in  mid- 
1991.  Advanced  mapping  capabilities  were 
added  in  the  fourth  quarter  of  1993.  STX 
operates  as  a standalone  workstation  or  is 
integrated  with  an  application. 

• STX  was  ported  to  the  IBM  mainframe  under  a 
joint  agreement  with  Dana  Corporation.  The 
product  is  compatible  with  STX  for  the 
Microcomputer. 

• Pricing  for  the  mainframe  version  ranges  from 
$19,500  to  $42,500,  depending  on  the  CPU 
model.  Pricing  includes  one  day  of  installation. 
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At  the  end  of  1994,  STX  was  installed  at  more  than 
15,000  sites,  compared  to  more  than  12,000  sites  at 
the  end  of  1993,  10,000  sites  at  the  end  of  1992 
and  more  than  7,500  sites  at  the  end  of  1991. 

Supply  Tech  has  enhanced  the  STX  software  to 
include  non-X12  data  (such  as  CAD  files)  with  the 
EDI  transaction.  ANSI  X12  has  patterned  its 
proposal  for  formatting  non-X12  data  after  the 
Supply  Tech  implementation. 

Supply  Tech's  patented  approach  to  EDI 
translation  solves  the  issues  of  EDI  Standards 
Version  Level  and  trading  partners'  unique  EDI 
formats  in  a single,  combined  device.  This  device 
is  known  as  an  Overlay. 

• Although  Supply  Tech  provides  regular 
Standards  Updates,  it  also  uses  these  updates  as 
a reference  point  for  developing  an  Overlay. 

• STX  performs  translations  based  on  an  Overlay 
and  handles  an  unlimited  number  of  Overlays. 
Consequently,  any  number  of  Standards  Version 
Levels  and  trading  partner  variations  are  handled 
concurrently.  Supply  Tech  typically  builds  the 
necessary  Overlays. 

• The  EDI  programs  of  more  than  1,400  hub 
companies  are  supported.  More  than  6,500 
document  Overlays  corresponding  to  the  hub- 
specific  EDI  document  definitions  have  been 
created  to  support  these  EDI  programs. 

• An  advanced  mapping  feature.  XMAP,  has  been 
added  for  application  file  integration. 

STBAR®  is  Supply  Tech's  bar  code  labeling 
software  product  for  the  IBM  and  compatible 
microcomputers  running  MS-DOS  and  Windows. 
STBAR  is  priced  at  $995  and  $1,895,  respectivelv. 

Support  services  provided  by  Supply  Tech  include 
installation,  training,  software  maintenance, 
network  connection  services,  hub/trading  partner 
testing,  hotline  technical  support  and  updates. 


• A separate  EDI  Implementation  Services 
Department  was  formed  in  1994.  Substantial 
expansion  is  planned  for  1995  and  beyond 

Clients 

Supply  Tech  customers  include  about  250  of  the 
Fortune  500,  U.S.  and  Canadian  government 
agencies,  and  various  small  and  medium-sized 
companies. 

Approximately  800  STX  installations  are  part  of 
the  Caterpillar,  Inc.  EDI  program  whereby  seven 
EDI  documents  are  exchanged  between  Caterpillar 
and  its  suppliers  worldwide. 

Other  users  include  AT&T,  Boeing,  Dana 
Corporation,  Ford  Motor  Company,  General 
Motors,  Johnson  & Johnson,  IBM,  NEC 
Electronics,  Nippondenso.  Sears,  Steelcase,  Yellow- 
Freight  and  Xerox. 

Marketing  & Sales 

Supply  Tech  markets  its  products  through  a direct 
sales  force  in  the  U.S.  and  Canada,  affiliates  in 
Mexico  and  Italy  and  a network  of  international 
VARs. 

Alliances 

Supply  Tech  has  various  EDI  relationships  as 
follows: 

• Supply  Tech  is  an  IBM  Information  Network 
MAP  and  Business  Partner. 

• Supply  Tech  is  an  agent  for  the  AT&T,  BT 
TYMNET  (now  MCI),  IBM,  Sterling  and  GE 
Information  Services  value-added  networks. 

• AT&T  comarkets  STX  for  the  Microcomputer. 

• MCI  comarkets  STX  for  the  Microcomputer. 

• Ameritech  comarkets  STX  in  its  region. 

• ADP  resells  STX  in  North  America. 
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• WorldLmx  (Bell  Canada)  resells  STX  for  the 
Microcomputer  in  Canada. 

• STX  connects  to  all  major  third-party  EDI 
networks  and  most  private  ones. 

• Supply  Tech  has  an  EDI  Services  Alliance  with 
Price  Waterhouse. 

• Supply  Tech  has  international  VARs  for  STX  in 
Argentina,  Australia,  Belgium,  Brazil,  Canada, 
Columbia,  France,  Hong  Kong,  Israel,  Italy, 
Japan,  Korea,  Luxembourg,  the  Netherlands, 
Poland,  Puerto  Rico,  South  Africa,  Taiwan,  the 
U.K.  and  Venezuela. 

Competitors 

Major  competitors  include  GEIS  and  Sterling 

Software. 


Supply  Tech,  Inc. 
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AC 

BServ 
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ES 

(accountants,  lawyers) 

ET 

Dis 

- Distribution 

HR 

DMan 

- Discrete  manufacturing 

OS 

Educ 

- Education 

PA 

Fed 

- Federal  government 

SA 

HS 

- Health  services 

Ins 

- Insurance 

Loc 

- Local  government 

Man 
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CASE 

PMan 

- Process  manufacturing 

PServ 

- Personal/consumer  services 

COM 

RSal 
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St 

- State  government 

DB 

Tele 
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Tran 

- Transportation 

DR 

Util 
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WSal 

- Wholesale  sales 

Misc 
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Application  Solutions 
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Other 
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Sybase,  Inc. 


President  & CEO  : Mark  B.  Hoffman 

Corporate  Headquarters 
6475  Christie  Avenue 
Emeryville,  CA,  USA  94608 
Phone:  (510)  922-3500 

Fax:  (510)658-9441 


Status:  Public 

Employees  : 4,016  (1/95) 

Revenue:  $ 693,806,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• Sybase,  Inc.,  founded  in  1984,  develops, 
markets  and  supports  a full  line  of  relational 
database  management  software  products  and 
services  for  on-line  applications  for 
enterprise  client/server  computing 
environments. 

• In  February  1995,  Sybase  completed  its 
acquisition  of  Powersoft  Corporation,  a 
developer  of  client/server  development  tools. 


• In  January  1995,  Sybase  formed  the  New 
Media  division,  that  will  focus  on  interactive 
multimedia  solutions. 

• In  October  1994,  Sybase  acquired 
Expressway  Technologies,  a developer  of 
advanced  query  processing  performance 
enhancement  technology. 

• In  January  1994,  Sybase  acquired  OaSIS 
Group  PLC,  an  international  business  re- 
engineering consulting  firm,  headquartered 
in  the  U.K.  This  acquisition  has  positioned 
Sybase  to  deliver  business  process  re- 
engineering methodology  and  advanced 
client/server  architecture  for  enterprise 
business  solutions. 
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• In  January  1994,  Sybase  announced  the 
acquisition  of  Micro  Decisionware,  Inc.,  a 
Colorado-based  provider  of  multiplatform 
database  interoperability  solutions.  This 
acquisition  positions  Sybase  to  provide 
enhanced  connectivity  to  mainframe-based 
applications. 

Company  Description 

Sybase,  founded  in  November  1984,  develops, 
markets  and  supports  a family  of  client/server- 
based  software  products  and  services  for  on- 
line, enterprise-wide  client/server  applications. 
Sybase's  integrated  family  of  software  includes 
servers,  tools,  connectivity  and  administration/ 
control  products.  The  company  also  provides 
consulting,  education  and  technical  support 
services  to  its  customers. 

Sybase's  product  offerings  include  the  following 
four  major  product  families  : 

• SYBASE  SQL  Server™  products 

• SYBASE  Connectivity  Interfaces  and 
Gateways 

• SYBASE  System  Management  products 

• SYBASE  Application  Development  tools 

Organization  and  Structure 

Headquartered  in  Emeryville  (CA),  the 
company  has  major  development,  service  and 
support  facilities  in  Boulder  (CO)  and 
Burlington  and  Cambridge  (MA).  The 
company  has  75  offices  and  45  distributors  in 
49  countries. 

Sybase  markets  its  products  and  services 
internationally  through  foreign  subsidiaries 
and  distributors  in  Europe,  Canada,  Asia, 

Brazil,  Latin  America,  Australia  Malaysia, 

New  Zealand  and  Singapore. 


Sybase  has  its  international  offices  in  France. 
Germany,  the  Netherlands,  Spain, 

Switzerland,  United  Kingdom.  Canada  and 
Japan. 

Sybase  is  currently  organized  into  five 
strategic  business  units  for  the  core  products 
and  services  groups  as  follows  : 

• The  Tools  Technology  Group  provides 
application  development  and  management 
tools  for  enterprise  systems. 

• The  Server  and  Connectivity  Group  designs 
and  develops  distributed  database  servers, 
interoperability  products  and  systems 
administration  software. 

• The  New  Media  Division,  formed  in  February 
1995,  will  develop  and  distribute  software  for 
the  emerging  interactive  market. 

• The  Maintenance  and  Technical  Support 
Group  is  the  worldwide  field  organization 
that  provides  technical  support  to  its 
customers  worldwide. 

• Consulting,  Education  and  Training  Group, 
also  in  the  worldwide  field  organization, 
provides  consultancy  services  and 
educational  courses  worldwide. 

Company  Strategy 

Sybase  will  continue  to  base  its  products  on 
advanced  networking  technologies.  This  has 
been  the  founding  premise  of  the  company. 

The  company  is  now  focusing  on  the  next  step 
in  the  evolution  of  the  client/server  computing 
paradigm — enterprise  client/server  computing 
representing  the  integration  of  departmental 
and  corporate  information  systems. 

Sybase  s strategy  is  to  develop  and  acquire  new 
products,  increasing  its  international  presence 
and  expanding  its  distribution  channel. 
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Sybase  will  continue  to  invest  in  several  key 
areas  to  support  future  growth — new  server 
and  tools,  product  research  and  development; 
customer  service  and  support;  marketing 
programs;  and  the  company's  infrastructure. 

Its  February  1995  acquisition  of  Powersoft  will 
enable  Sybase  to  offer  a suite  of  application 
development  tools  and  take  advantage  of 
Powersoft’s  indirect  channels  of  distribution. 

The  company's  professional  services  will 
continue  to  be  a critical,  competitive  advantage 
within  the  database  industry.  By  consulting 
with  customers,  providing  education  and  24 
hour  technical  support,  Sybase  intends  to  help 
its  customers  design  solutions  for  real  time 
business  problems. 


Sybase  has  been  directing  its  energies  toward 
the  release  of  new  and  expanded  products.  The 
company  believes  that  product  development 
and  engineering  expenditures  are  essential  for 
maintaining  its  leadership  position  in  the 
enterprise  client/server  software  market. 

Financials 

Total  1994  revenue  reached  $693.8  million,  a 
63%  increase  over  1993  revenue  of  $426.7 
million.  Net  income  rose  70%,  from  $44.1 
million  in  1993  to  $75.2  million  in  1994. 

A five-year  summary  of  source  of  revenue 
follows: 


Sybase,  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

• Percent  change  from 

$693.8 

$426.7 

$264.6 

$160.6 

$103.9 

previous  year 

63% 

61% 

65% 

55% 

78% 

Income  (loss)  before  taxes 

$121.3 

$71.2 

$39.5 

$13.8 

$(4.8) 

• Percent  change  from 

previous  year 

70% 

80% 

186% 

388% 

- 

Net  income  (loss) 

$75.2 

$44.1 

$23.7 

$9.9 

$(5.4) 

• Percent  change  from 

previous  year 

71% 

86% 

139% 

285% 

- 

Earnings  (loss)  per  share 

$1.38 

$0.86 

$0.48 

$0.24 

$(0.15) 

• Percent  change  from 

previous  year 

60% 

79% 

100% 

260% 

-- 

The  strong  revenue  growth  during  1993  is  the 
result  of  increased  software  licenses  of 
Sybase's  products,  reflecting  the  strength  of 


the  client/server  market  and  the  increased 
commercial  acceptance  of  Sybase's  product 
offerings. 


Sybase,  Inc. 
May  1995 


INPUT  1995  Reproduction  prohibited. 


Page  3 of  11 


INPUT  Vendor  Profile 


Other  factors  contributing  to  the  revenue 
growth  include: 

• Strong  market  demand  for  SQL  Server  10, 
WorkGroup  SQL  Server  10  and  Replication 
Server. 

• A sharp  rise  in  Professional  Services 
revenue. 

• International  revenues  which  increased  96% 
in  1994. 

Research  and  development  expenditures  were 
approximately  $102.4  million  (15%  of  revenue) 
in  1994,  compared  to  $66.2  million  (16%  of 
revenue)  in  1993,  and  $43.1million  (16%  of 
revenue)  in  1992. 

Interim  Results 

Revenue  for  the  first  quarter  ended  March  31, 
1995  was  $216  million,  a 32%  increase  over 
$163  million  reported  in  the  first  quarter  of 
1994.  Sybase  reported  a net  loss  of  $17.4 
million  in  the  first  quarter,  as  compared  to  a 
net  income  of  $13.9  million  for  the  same  period 
a year  ago. 


The  $17.4  million  loss  included  a one-time 
charge  of  $25  million  related  to  the  purchase  of 
Powersoft  Corporation  in  February.  In 
addition,  the  company’s  flagship  database 
System  10  saw  a drop  in  sales,  which  also 
contributed  to  the  shortfall  in  the  first  quarter. 

Market  Financials 

Sybase  products  are  used  primarily  by 
organizations  that  seek  to  distribute 
databases.  Although  the  products  are  used  by 
all  industries,  the  principal  industries  served 
include — financial  services,  manufacturing, 
telecommunications,  healthcare,  publishing, 
transportation,  petrochemical  and  government 
agencies. 

License  revenue  in  1994  rose  60%  over  that  of 
1993,  to  $483.6  million.  Services  revenue  in 
1994  increased  68%  over  1993,  to  $210.2 
million. 

Approximately  70%  of  Sybase's  1994  revenue 
was  derived  from  systems  software  products 
and  associated  maintenance  services,  and  30% 
from  professional  services.  A three-year 
summary  of  source  of  revenue  follows: 


Sybase,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  products 
(license  fees) 

$483.6 

70% 

$301.8 

71% 

$191.2 

72% 

Professional  services 
(consulting,  software  development, 
education  and  training) 

210.2 

30% 

124.9 

29% 

73.4 

28% 

Total 

$693.8 

100% 

$426.7 

100% 

$264.6 

100% 
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Geographic  Markets 

Approximately  66%  of  Sybase's  1994  revenue 
was  derived  from  North  America,  25%  from 
Europe  and  9%  from  other  intercontinental 
sources,  including  the  Far  East  (primarily 
Japan  and  Hong  Kong),  Australia,  Latin 
America  and  Mexico. 


During  1994,  overall  international  revenues 
increased  96%  to  $238.8  million;  European 
revenues  increasing  81%  to  $172.9  million;  and 
other  intercontinental  revenues  grew  152%  to 
$65.8  million.  A three-year  geographic  source 
of  revenue  summary  follows: 


Sybase,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

12/94 

12/93 

12/92 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$455.0 

66% 

$305.2 

72% 

$203.5 

77% 

Europe 

172.9 

25% 

95.4 

22% 

51.8 

20% 

Intercontinental 

65.8 

9% 

26.2 

6% 

9.3 

3% 

Total 

$693.8 

100% 

$426.7 

100% 

$264.6 

100% 

Acquisitions 

Acquisitions  made  by  Sybase  during  the  past 
two  years  include  the  following: 

• In  February  1995,  Sybase  and  Powersoft 
completed  their  merger,  thus  forming  a 
company  with  over  5,000  employees 
worldwide. 

- Powersoft  reported  revenues  of  $132.6 
million  in  1994. 

- The  acquisition  of  Powersoft  has  provided 
Sybase  with  a suite  of  client/server 
development  tools. 

• In  October  1994,  Sybase  acquired 
Expressway  Technologies,  a developer  of 
advanced  query  processing  performance 
enhancement  technology.  Expressway’s 
technology  serves  as  the  basis  for  Sybase’s  IQ 


Accelerator  and  Warehouse  Works  data 
warehousing  framework. 

• In  January  1994,  acquired  OaSIS  Group 
PLC,  headquartered  in  the  U.K.  OaSIS  is  an 
international  business  re-engineering 
consulting  firm. 

• In  January  1994,  acquired  Micro 
Decisionware,  Inc.  (MDI)  of  Boulder  (CO). 
MDI  provides  multiplatform  database 
interoperability  solutions. 

• In  September  1993,  Sybase  acquired  Gain 
Technology,  Inc.,  a vendor  of  multimedia, 
object-oriented  software  tools  for  the 
development  and  deployment  of  large-scale 
multimedia  business  applications.  Gam™ 
products  became  part  of  Sybase's  Tools 
Technology  Group. 


Sybase,  Inc. 
May  1995 
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Employees 

As  of  January  1,  1995,  Sybase  had  4,016 
employees. 

Key  Products  and  Services 

Sybase  is  a developer  of  relational  database 
management  software,  products  and  services 
geared  toward  the  enterprise  client/server 
marketplace.  The  company  offers  a range  of 
RDBMS  servers,  application  development  tools 
and  connectivity  software. 

Its  product  portfolio  is  complemented  by  the 
comprehensive  consulting  and  integration 
services  provided  by  its  professional  services 
organization. 

The  SYBASE  system  consists  of  four  product 
families — SQL  Server  Products,  Client/Server 
Tools,  Interoperability  Products  and  System 
Management  Products. 

SQL  Server  Product  Family: 

Sybase's  flagship  product  is  the  SYBASE  SQL 
Server,  a relational  database  featuring  an 
advanced  multithreaded  architecture. 

SYBASE  SQL  Server  is  designed  to  deliver 
scalable  high  performance  on  the  most  cost- 
effective  hardware,  maintaining  high 
transaction  and  query  throughput  while 
supporting  large  numbers  of  users.  The 
newest  release,  the  SYBASE  SQL  Server  10™ 
product  is  compatible  with  ANSI  Standard 
SQL89  and  has  the  ability  to  support  very 
large  databases.  It  also  comes  with  new 
control  and  security  features. 

Other  SYBASE  SQL  server  products  include: 

• SYBASE  SQL  Server — A programmable 
RDBMS  server. 

• Microsoft  SQL  Server — A server  developed  in 
conjunction  with  Microsoft  Corporation. 


• SYBASE  Secure  SQL  Server — A server  with 
multilevel  security  control. 

• SYBASE  International  Language  Kit — 
Allows  for  foreign  language  customization. 

The  SYBASE  Replication  Server — Designed  to 
maintain  synchronized  copies  of  distributed 
data  at  multiple  sites,  ensuring  the  reliable 
delivery  of  data  and  transactions. 

The  SYBASE  Navigation  Server — Designed  to 
allow  applications  to  grow  by  scaling  the 
system  to  support  terabytes  of  data,  thousands 
of  transactions  per  second  and  thousands  of 
users. 

The  SYBASE  Backup  Server — Included  with 
each  copy  of  the  SQL  Server  and  provides  a 
state-of-the-art  solution  for  high-speed,  on-line 
backup,  loading  and  recovery.  It  supports 
high-volume,  remote,  and  unattended  backup 
and  can  trigger  automatically  when  a 
predetermined  threshold  has  been  reached. 

Interoperability  Product  Family: 

SYBASE  connectivity  interfaces  and  gateways 
are  a set  of  software  programming  tools  that 
enable  information  that  is  different  in  format, 
distributed  in  location  and  stored  in  disparate 
computing  systems  to  be  integrated  easily  and 
transparently  for  use  in  on-line  applications. 
These  connectivity  products  are  based  on  its 
client/server  messaging  protocol  which  consists 
of  multidialect  SQL  statements  and  RPCs. 

Open  Client/Server  interfaces  include  the 
following  : 

• Open  Client — Application  programming 
interface  for  developing  applications  and 
tools  that  access  the  SYBASE  SQL  server  or 
Open  Server 
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• Open  Server — Application  programming 
interface  for  developing  gateways  to  other 
DBMSs,  data  sources  and  services 

• Open  Server  for  CICS — Allows  CICS 
applications  on  IBM/MVS  mainframe  to 
become  servers  to  SYBASE  environment 

• Open  Client  for  CICS — Allows  IBM  3270 
users  and  CICS  applications  to  access 
heterogeneous,  client/server  LAN-based  data, 
services  and  applications 

• PC  Net-Library — Provides  multivendor 
network  support  for  MS-DOS,  OS/2  or  MS 
Windows  applications 

• Net-Gateway — Allows  SYBASE  databases  on 
workstations  and  PCs  to  access  IBM 
mainframe  databases  through  existing  LANs 

• Open  Gateway  for  DB2 — Transparent 
gateways  from  SYBASE  SQL  Server  and 
Open  Client  applications  to  DB2  databases 

• Gateway  Services — Transparent  gateways 
from  SYBASE  SQL  Server  and  Open  Client 
applications  to  Oracle,  Rdb,  Ingres  and 
Informix  Databases 

Client/ Server  Tools  Family: 

Sybase's  client/server-based  application 
development  tools  enable  users  to  develop,  use 
and  manage  a variety  of  on-line  and  decision 
support  applications  within  client/server 
environments. 

• Sybase's  Deft  Modeling  tool  products  provide 
forward  and  reverse  engineering  capabilities 
for  a variety  of  SQL  databases.  They  are 
designed  to  simplify  and  automate  the 
process  of  analyzing  and  modeling  databases 
and  business  processes. 


• SYBASE  SQL  toolset  includes — APT 
Workbench  (for  prototyping  and  development 
of  form-based  applications);  Data  Workbench 
(for  graphical  database  administration  and 
decision  support);  and  SQL  Workbench  (for 
mainframe-caliber  production  reporting). 

• Testing  Toolset  consists  of  SQL  Advantage 
and  SQL  Debug  products  that  provide 
context-sensitive  help,  coding,  editing, 
checking  and  interactive  source  code  level 
debugging  for  SQL. 

In  1993,  Sybase  announced  its  Momentum 
tools  family,  designed  to  meet  complex 
development  requirements  for  enterprise 
client/server  applications.  Key  products 
include — Gain  Momentum,  a multimedia  kit 
acquired  from  Gain  Technology,  Inc.;  Build 
Momentum,  a graphical  tool  set  for  building 
Windows-based  software  and  converting 
character-based  programs  built  with  APT 
Workbench;  and  Enterprise  Momentum,  a set 
of  data  and  process  modelers  to  be  managed  by 
an  overarching  repository  that  unites  all 
Sybase  tools. 

System  Management  Product  Family: 

This  family  of  products  is  designed  to  provide 
operational  control  in  distributed 
environments.  The  family  currently  consists  of 
the  following  products  : 

• SYBASE  Backup  Server— Bundled  with  each 
copy  of  the  SQL  Server.  It  provides  a state- 
of-the-art  solution  for  high-speed,  on-line 
backup,  loading  and  recovery. 

• SYBASE  SA  Companion — -A  tool  for 
administration  of  the  SQL  Server 
environment.  It  provides  an  interface  for 
performing  SQL  Server  operational  control 
activities. 
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• ST  BASE  SQL  Monitor — Provides  a 
comprehensive  set  performance  statistics  so 
system  managers  can  easily  evaluate  the 
operation  of  the  SQL  Server. 

After  its  merger  with  Powersoft,  Sybase 
acquired  the  Powersoft  Enterprise  Series  of 
application  development  tools  that  includes: 

• PowerBuilder  Enterprise — An  object-oriented 
client/server  development  tool  that  provides 
connectivity  to  front-end  design  tools  and 
enterprise-wide,  back-end  data  servers. 

• PowerBuilder  Desktop — A desktop  version  of 
PowerBuilder  that  provides  access  to  broader 
team  development  and  enterprise  database 
connectivity  through  the  following  add-on 
options: 

- PowerBuilder  Team/ODBC  Kit — Provides 
ODBC  desktop  support,  server  ODBC 
Driver  Kit,  open  library  application 
programming  interface  (API)  and  version 
control  interfaces. 

- PowerBuilder  Database  Kit — Provides 
access  to  the  native  drivers  of  several 
server  databases. 

- PowerBuilder  Application 

Library — Provides  a collection  of  tools  for 
the  development,  documentation  and 
maintenance  of  PowerBuilder  applications. 

- PowerBuilder  Developer  Toolkit — Provides 
a collection  of  pre-optimized  objects, 
windows  and  functions  for  the  development 
of  PowerBuilder  applications. 

• PowerMaker — A personal  client/server 
development  tool  that  enables  the  creation  of 
queries,  forms,  reports  and  business  graphs. 

• PowerV iewer — A personal  client/server 
information  access  tool  that  enables  the 


creation  of  queries,  reports  and  business 
graphs  which  access  local  data  and 
enterprise  data  through  ODBC. 

Other  new  products  introduced  by  Sybase 
during  the  past  year  include: 

• SYBASE  Intermedia™ — Provides  an 
interoperable  software  architecture  for 
interactive  multimedia  systems.  Products 
include: 

- Gain  Momentum — An  object-oriented, 
multimedia  authoring  environment  for  the 
development  of  visual,  intuitive  and 
entertaining  applications. 

- Gain  Interplay — A software  designed  to 
allow  interactive  multimedia  applications 
to  run  on  hardware  devices  such  as 
television  set-top  boxes  and  home  personal 
computers. 

- Intermedia  Server — Based  on  Sybase’s  SQL 
Server  RDBMS  technology,  it  provides 
control  and  message  integration. 

• Warehouse  WORKS  ™ — A framework  for 
client/server-based  data  warehousing. 

• bTBASE  IQ  Accelerator™ — A key  component 
of  Warehouse  WORKS,  it  is  a transparent, 
optional  extension  to  the  SQL  Server  10  that 
provides  enhanced,  interactive  query 
performance  through  query  indexing. 

Professional  Services 

The  Sybase  Professional  Services  organization, 
formerly  SQL  Solutions,  Inc.,  was  established 
in  1986  as  a professional  services  and  software 
development  firm  specializing  in  distributed, 
interoperable  SQL-based  solutions.  The 
organization  assists  its  clients  in  solving  the 
complex  issues  associated  with  designing  and 
implementing  client/server  applications  in 
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multiapplication,  multihardware  and 
distributed  database  environments. 

Sybase  Professional  Services  offers  expertise  in 
four  main  areas  : 

• Enterprise  Client/Server  Architecture 
Design,  where  a team  of  client/server 
architects  and  strategists  work  at  the  CIO 
level  to  plan  a migration  to  distributed, 
enterprise-wide  client/server  computing. 

• Client/Server  Application  Development, 
where  consultants  work  with  a client's  team 
to  design,  develop  and  deploy  client/server 
applications. 

• Education  offered  through  Sybase  covers 
every  aspect  of  Sybase  technology.  The 
curriculum  is  delivered  on-site  or  at  35 
training  centers  worldwide.  Education 
programs  can  be  tailored  to  meet  a client's 
specific  needs. 

• Product  Specialist  Programs  integrate 
education,  hands-on  workshops,  and  joint 
design  and  development  of  pilots  based  on 
the  client's  requirements. 

In  April  1995,  Sybase  announced  SYBASE® 
Industry  Solutions,  a focused  approach  for 
delivering  solutions  to  customers  in  industries 
such  as  healthcare,  oil  and  gas, 
telecommunications,  insurance  and  financial 
services.  The  program  will  deliver  information 
solutions  by  combining  vertical  industry 
expertise,  partnerships  and  an  open 
client/server  architecture. 

Clients 

As  of  December  1994,  Sybase  had  more  than 
17,200  customer  sites  worldwide. 

• Major  international  organizations,  such  as 
AT&T,  General  Electric,  La  Poste,  Mercedes- 
Benz,  Nippon  Express,  Paine-Webber  and 


Pepsi-Cola  Co.,  have  implemented  the 
SYBASE  architecture. 

• J.P.  Morgan  and  Sanwa  Bank  are  Sybase 
customers  from  the  commercial  and 
investment  banking  industry. 

Marketing  and  Sales 

Sybase  markets  its  software  and  services 
primarily  through  its  direct  sales  organization, 
complemented  by  other  sales  channels 
including  a telesales  organization, 
international  distributors,  value-added 
remarketers  (VARs),  systems  integrators  (Sis) 
and  original  equipment  manufacturers 
(OEMs). 

• The  company  markets  its  products  and 
services  primarily  through  its  75  field  sales 
offices  worldwide  and  41  distributors  in  45 
countries. 

• In  addition,  Sybase  locates  technical 
specialists  in  the  field  to  support  the  direct 
sales  force  on  technical  issues  during  the 
selling  process. 

• Sybase’s  indirect  sales  channel  consists  of 
over  1,800  Sis,  VARs  and  ISVs  that  are 
included  in  its  Open  Solutions  Program,  and 
the  following  OEMs  : IBM,  DEC,  Hewlett- 
Packard,  Pyramid,  AT&T,  Data  General  and 
Microsoft. 

In  the  international  marketplace,  Sybase 
markets  its  products  through  direct  sales 
organizations  of  its  subsidiaries  and  through 
distributors  that  license  and  support  SYBASE 
products  in  France,  Germany  and  the  U.K. 

• An  Australian  distributor  provides  support 
services  to  users  in  Australia  and  to  Sybase's 
subsidiary  in  the  Far  East — excluding  Japan. 
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• Sybase’s  Japanese  subsidiary  markets  and 
supports  distributors  of  the  company's 
products  and  services  in  Japan. 

• Sybase  licenses  its  products  through  its 
distributors  in  the  balance  of  Europe,  Asia 
and  in  Latin  America. 

Sybase  provides  support  to  independent 
software  vendors,  systems  integrators,  VARs 
and  others  in  developing  and  marketing 
software  products  that  are  compatible  with 
Sybase  products.  The  company  also  markets 
and  supports  selected  third-party  tools  to  its 
customers  worldwide. 

• Sybase  provides  technical  support  for  North 
America,  Latin  America  and  Asia/Pacific, 
primarily  from  its  support  centers  in 
Emeryville  (CA),  Burlington  (MA)  and  Tokyo 
(Japan). 

• In  Europe,  support  is  provided  from  the 
company's  support  centers  in  France, 
Germany,  Switzerland,  the  Netherlands  and 
the  U.K. 

• Education  centers  are  located  in  the  U.S., 
Australia,  Canada,  France,  Germany, 
Switzerland,  the  Netherlands  and  the  U.K. 

Alliances 

In  May  1995,  Sybase  and  Compaq  entered  into 
an  agreement  to  deliver  Sybase’s  client/server 
software  solutions  that  are  optimized  for 
Compaq’s  application  servers. 

In  May  1995,  Sybase  teamed  up  with 
Microware  Systems  Corporation  in  an  effort  to 
speed  the  delivery  of  interactive  television 
applications.  Sybase’s  Intermedia  product 
family  will  now  support  Microware’s 
interactive  television  operating  system 
environment  called  DAVID. 


In  April  1995,  Sybase  entered  into  a 
partnership  with  Science  Applications 
International  Corporation  (SAIC).  The  two 
companies  have  agreed  to  work  together  to 
develop  a client/server  infrastructure  targeting 
the  commercial  healthcare  information 
systems  market. 

In  March  1995,  Sybase  and  Silicon  Graphics 
agreed  to  work  together  to  provide  solutions  for 
the  World  Wide  Web.  According  to  the 
agreement,  the  SYBASE  SQL  Server  10 
database  will  be  integrated  with  Silicon 
Graphics’  WebFORCE™  CHALLENGE™ 
servers,  enabling  users  to  browse  information 
on  the  Web  and  perform  information 
management  functions  as  well. 

In  March  1995,  Sybase  announced  its 
development  and  marketing  agreement  with 
IBM,  to  deliver  client/server  products  on  IBM’s 
OS/2  operating  system  for  Intel  and  PowerPC 
architectures. 

In  November  1994,  Sybase  formed  an  alliance 
with  Texas  Instruments’  (TI)  software  division, 
to  provide  a complete  solution  for  enterprise- 
wide application  development.  TI’s  software 
division  became  a participant  in  Sybase’s  Open 
Solutions  Program,  a channel  program  for 
ISVs. 

Competition 

Sybase's  primary  independent  software  vendor 
competitors  include  : 

• Oracle  Corporation 

• Informix  Corporation 

• ASK  Computer  Systems,  Inc.  (Computer 
Associates,  Inc.) 
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Sybase's  hardware  vendor  competitors  are  : 

• Digital  Equipment  Corporation 

• IBM 

Secondary  competitors  include — Gupta, 

RAIMA,  Objectivity,  Ontos,  Rational,  Servio, 
Montage,  Uniface  and  Unify. 

Sybase  Professional  Services  competes  with 
other  RDBMS  vendors  and  consultants  such 

as: 

• Andersen  Consulting 

• Electronic  Data  Systems 

INPUT  Assessment 

Sybase's  major  strengths  include  : 

• A large  and  well  established  company 

• Aggressive  and  effective  sales  and  marketing 

• Leading  technology 

Sybase  is  currently  the  number  two 
independent  RDBMS  vendor,  with  1994 
revenues  of  $694  million. 

Sybase  is  in  the  fastest  growth  tier  of  DBMS 
companies.  Revenue  growth  from  1993  to  1994 
was  63%. 

For  the  first  quarter  of  1995,  the  company 
posted  its  first  quarterly  loss  since  going  public 
in  1991.  The  period  saw  an  unexpected  drop  in 
sales  of  Sybase’s  flagship  database — System 
10.  Sybase’s  performance  in  1995  will 
definitely  be  influenced  by  System  11,  the 
much-awaited  follow-on  database  to  System  10 
that  is  scheduled  to  be  available  sometime 
during  the  third  quarter  of  1995.  A challenge 
for  Sybase  will  be  to  sustain  the  growth  the 
company  has  experienced  over  the  years. 


Sybase's  historical  weakness  had  been 
application  development  tools.  The  company 
has  addressed  this  through  acquisitions  of 
companies  such  as  Powersoft  and  Gain 
Technology,  which  have  added  a suite  of  tools 
to  the  company’s  product  offerings. 
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SYMANTEC  CORPORATION 

10201  Torre  Avenue 
Cupertino,  CA  95014 
Phone:  (408)253-9600 
Fax:  408)  252-4694 


President 

& CEO:  Gordon  E.  Eubanks. Jr. 


Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Public  Company 
NASDAQ 
1,012  (3/93) 
$205,999,000 
3/31/93 


Key  Points 


Symantec  is  the  largest  supplier  of  utility  software  for  standalone  and 
networked  PCs. 


During  fiscal  1993,  revenues  declined  6%  and  Symantec  recorded 
$12.1  million  in  nonrecurring  charges  associated  with  acquisitions, 
restructuring,  and  costly  litigation  with  Borland  International. 

During  the  year,  Symantec  implemented  a companywide 
reorganization,  reducing  its  workforce  by  10%  and  streamlining 
management  and  operational  procedures. 

During  the  first  quarter  of  fiscal  1994,  Symantec  incurred  additional 
nonrecurring  charges  of  $12.1  million  associated  with  the  acquisition 
of  Contact  Software  International  and  restructuring  charges  for  the 
relocation  of  Symantec's  technical  support  and  customer  services 
operations. 

Through  various  acquisitions  made  during  fiscal  1993,  Symantec 
expanded  its  product  line  to  include  antiviral  and  security  software 
and  development  tools. 

The  company  has  also  recently  announced  plans  to  acquire  Fifth 
Generation  Systems,  a provider  of  various  utility  programs,  in  a 
stock  swap  valued  at  $46  million. 


During  fiscal  1993,  Symantec  announced  major  upgrades  and  new 
products,  especially  in  the  Windows  area,  that  included  Norton 
Desktop  for  Windows,  Norton  AntiVirus,  Norton  pcANYWHERE, 
and  the  Time  Line  family  of  project  management  software. 
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Company 

Description 

Symantec  Corporation,  founded  in  1982,  develops  and  publishes 
microcomputer  applications  and  systems  software  products  for  the 
information  management,  productivity  enhancement,  software 
development,  and  utility  needs  for  the  business  microcomputer  market. 
The  company's  primary  user  base  is  composed  of  individuals  in 
businesses  and  corporations. 

Symantec  entered  the  microcomputer  software  market  in  1982  with  a 
single  product,  Q&A,  an  integrated  database  management  system  and 
word  processor.  The  company  has  expanded  its  product  offerings  to 
over  40  products.  Acquisitions  of  software  companies  and  licensing  of 
third-party  software  products  have  provided  the  basis  for  much  of  this 
expansion. 

Strategy 

Symantec's  product  strategy  has  six  key  points: 

• Market  leadership  in  its  product  categories  or  market  segments 

• Diversified  applications  and  systems  software  product  line 

• Multiplatform  products  within  a network  environment,  including 
MS-DOS,  Windows,  OS/2,  and  Macintosh 

• Graphical  user  interfaces 

• Internal  development  supplemented  by  acquisitions  and  third-party 
products 

• Decentralized  development  teams  for  each  group  of  products  with 
centralized  marketing  and  support  (technical  and  customer) 

Financials 

Symantec's  total  fiscal  1993  revenue  was  $206  million,  a 6%  decrease 
from  $219.2  million  in  fiscal  1992.  Net  losses  of  $11.5  million  in  fiscal 
1993  include  acquisition,  restructuring,  and  other  non-recurring 
expenses  of  $12.1  million.  A five-year  financial  summary  follows: 
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SYMANTEC  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/93 

3/92 

3/91 

3/90 

3/89 

Revenue 

$206.0 

$219.2 

$135.0 

$83.9 

$61.3 

• Percent  increase 
(decrease)  from 
previous  year 

(6%) 

62% 

61% 

37% 

N/A 

Income  (loss)  before  taxes 

$(17.2) 

$27.7 

$13.1 

N/A 

N/A 

• Percent  increase 
(decrease)  from 
previous  year 

(162%) 

111% 

N/A 

N/A 

N/A 

Net  income  (loss) 

$(11.5) 

$17.6 

$7.8 

$8.1 

$1.4 

• Percent  increase 
(decrease)  from 

(a) 

(a) 

(a) 

previous  year 

(165%) 

1 26% 

(4%) 

548% 

N/A 

Earnings  (loss)  per  share 

$(0.49) 

$0.71 

$0.34 

$0.38 

$0.08 

• Percent  increase 
(decrease)  from 
previous  year 

(169%) 

109% 

(11%) 

375% 

N/A 

(a)  Includes  pretax  acquisition,  restructuring,  and  other  non-recurring  expenses  of  $12. 1 million,  $6.8 
million,  and  $6.5  million  in  fiscal  1993,  1992,  and  1991,  respectively. 


The  decrease  in  fiscal  1993  revenue  was  due  to  reduced  demand  in  the 
retail  channel,  the  market's  rapid  transition  from  DOS  to  Windows 
products  and  fewer  new,  major  product  introductions  early  in  1993. 

■ Although  Symantec  had  several  important  product  introductions  on 
the  Windows  platform,  the  marketplace  shift  to  Windows  occurred 
much  faster  than  expected.  Symantec's  DOS  products  were 
necessarily  affected  by  the  corresponding  slowing  in  the  growth  of 
that  market. 

• Due  to  a dramatic  drop  in  hardware  prices  during  1992,  funds 
earmarked  for  software  were  used  for  PC  purchases. 

■ The  market  for  antivirus  software  did  not  grow  as  expected. 

• Due  to  softness  in  the  European  economy,  revenue  from 
international  sales  grew  more  slowly  than  anticipated. 

Research  and  development  costs  were  $39.8  million  (19%  of  total 
revenue)  in  fiscal  1993,  $33.2  million  (15%  of  total  revenue)  in  fiscal 
1992,  and  $19.3  million  (14%  of  total  revenue)  in  fiscal  1991. 
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Revenue  for  the  three  months  ending  June  30,  1993  reached  $59.1 
million,  compared  to  $65.0  million  for  the  same  period  in  1992.  Net 
losses  of  $12.1  million  include  one-time  charges  of  $7.4  million 
associated  with  the  acquisition  of  Contact  Software  International  and 
$4.7  million  associated  with  relocation  expenses. 


Market  Financials  Symantec's  products  and  services  are  used  primarily  by  individuals  in 

businesses  and  corporations. 

Symantec  derived  approximately  80%  of  its  fiscal  1993  revenue  from 
systems  software  products  (utilities  and  development  tools)  and  20% 
from  applications  software  products  (productivity  and  project 
management  products).  A three-year  summary  of  source  of  revenue  by 
product  line  follows: 


SYMANTEC  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions)* 


FISCAL  YEAR 

3/93 

3/92 

3/91 

PRODUCT  LINE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Utilities 

$155 

75% 

$147 

67% 

$81 

60% 

Productivity  tools 

21 

10% 

44 

20% 

24 

17% 

Project  management 

21 

10% 

21 

10% 

24 

17% 

Development  tools 
and  other 

9 

5% 

7 

3% 

8 

6% 

TOTAL 

$206 

100% 

$219 

100% 

$135 

100% 

*INPUT  estimates 


Geographic 

Markets 


Approximately  65%  of  Symantec's  fiscal  1993  revenue  was  derived  from 
the  U.S.  and  35%  from  international  sources.  A three-year  geographic 
source  of  revenue  summary  follows: 
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SYMANTEC  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S.. 

$133.5 

65% 

$151.1 

69% 

$95.6 

71% 

International 

72.5 

35% 

68.1 

31% 

39.4 

29% 

TOTAL 

$206.0 

100% 

$219.2 

100% 

$135.0 

100% 

Operations/  Symantec's  principal  administrative,  sales,  and  marketing  facility,  as 

Structure  wei|  as  certain  research  and  development  and  support  facilities,  is 

located  in  Cupertino  (CA). 

Other  corporate  offices  and  development  sites  are  in  Bedford  (MA); 
Brecksville  (OH);  Evanston  (IL);  Huntington  (NY);  Novato,  San 
Diego,  Santa  Monica,  and  Sunnyvale  (CA). 

International  subsidiaries  are  in  Ireland,  the  Netherlands,  U.K., 
Germany,  France,  Australia,  Canada,  and  Italy. 


Employees  As  of  March  31,  1993,  Symantec  had  1,012  employees,  segmented  as 

follows: 

Sales  and  marketing  305 

Product  development  487 

Management,  manufacturing, 
administration,  and  finance  220 

1,012 


Acquisitions  In  June  1993,  Symantec  acquired  Contact  Software  International,  Inc. 

in  exchange  for  approximately  2.7  million  shares  ($40  million)  of 
Symantec  common  stock.  The  acquisition  will  be  accounted  for  as  a 
pooling  of  interests. 

• Contact,  headquartered  in  Carrollton  (TX)  with  105  employees  and 
annual  revenue  of  about  $40  million,  develops  software  products  for 
building,  managing,  and  maintaining  contacts. 
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• Contact  markets  ACT!,  a contact  manager  which  is  licensed  by  more 
than  600,000  users  to  keep  calendar  and  personal  data  on  DOS, 
Macintosh,  and  Windows  platforms. 

In  November  1992,  Symantec  acquired  Certus  International 
Corporation  for  approximately  386,000  shares  of  Symantec  common 
stock  in  a pooling  of  interests  transaction. 

• The  acquisition  provides  Symantec  with  immediate  entry  into  the  PC 
systems  security  market  and  complements  Symantec’s  efforts  in  virus 
protection  product  development. 

• Certus  products  include  NOVI,  an  antivirus  product  that  prevents, 
detects,  and  repairs  PC  viruses;  and  Certus,  a PC  systems  security 
product,  and  Certus  LAN,  for  network-wide  software 
standardization  and  version  control  that  extends  system  fault 
tolerance  to  local  workstations. 

In  September  1992,  Symantec  acquired  Multiscope,  Inc.  for  253,000 
shares  of  Symantec  common  stock  and  The  Whitewater  Group,  Inc.  for 
nearly  70,000  shares  of  Symantec  common  stock.  These  acquisitions 
added  Windows-based  GUI  technology  and  object-oriented 
programming  tools  and  libraries  to  Symantec's  C+  + development 
environment. 

In  April  1992,  Symantec  acquired  Symantec  (UK)  Ltd.,  Symantec's 
U.K.-based  sales  subsidiary,  for  603,000  shares  of  Symantec  common 
stock. 

In  August  1991,  Symantec  acquired  Zortech  Inc.,  a Woburn  (MA) 
developer  of  cross-platform  C+  + compilers  for  approximately  238,000 
shares  of  Symantec  common  stock  in  a pooling  of  interests  transaction. 
Zortech  introduced  the  first  native  code  C+  + compiler  in  1988,  and 
marketed  C+  + compilers  for  DOS,  Windows,  OS/2,  UNIX,  and 
Macintosh  platforms. 

In  August  1991,  Symantec  acquired  Dynamic  Microprocessor 
Associates  Inc.  (DMA),  a privately-held  firm  based  in  Huntington 
(NY),  for  400,000  shares  of  Symantec  common  stock.  The  acquisition 
was  accounted  for  as  a pooling-of-interests.  DMA  developed 
pcANYWHERE,  an  asynchronous  communications  system  that 
supports  PC-to-PC  remote  computing  via  a serial  or  modem 
connection. 

In  August  1990,  Symantec  expanded  its  business  into  utilities  products 
with  the  acquisition  of  Peter  Norton  Computing,  Inc.,  of  Santa  Monica 
(CA).  The  acquisition  was  valued  at  approximately  $70  million. 
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Key  Products 
and  Services 


During  1987,  Symantec  completed  three  transactions  which  brought  it 
the  software  and  technologies  behind  some  of  its  most  successful 
products:  TimeLine*  MORE™,  GrandView*,  and  the  THINK™ 
languages.  The  three  acquisitions  were: 

• Breakthrough  Software  Corp.,  developer  of  Time  Line  project 
management  software  and  Time  Line  Graphics  packages 

• Living  Videotext,  developer  of  products  such  as  MORE,  ThinkTank, 
and  READY! 

■ THINK  Technologies,  a provider  of  languages  such  as  THINK  C™ 
and  THINK  Pascal™. 


Symantec's  current  product  offerings  are  summarized  in  the  exhibits. 

Symantec's  products  are  currently  organized  into  five  product  groups: 
Utilities,  Development  Tools,  Productivity  Applications,  Project 
Management,  and  Contact  Management. 

• Currently,  more  than  half  of  Symantec's  net  revenues  are  derived 
from  products  that  operate  on  MS-DOS  for  IBM  and  compatible 
PCs.  Other  products  run  on  Microsoft  Windows,  Apple  Macintosh, 
and  IBM  OS/2  operating  systems. 

• Symantec  is  presently  focusing  much  of  its  internal  development 
efforts  on  products  for  Windows  and  Macintosh,  and,  to  a lesser 
extent,  OS/2,  Microsoft  Windows  NT  and  UNIX. 

Support  Services 

In  early  1993,  Symantec  reorganized  its  support  services  operations  and 
discontinued  the  operations  of  its  Consulting  Services  Group. 

Training  services  are  now  provided  through  Authorized  Training 
Centers. 

Symantec  plans  to  implement  a Consultants  Program  whereby  third- 
party  consultants  will  provide  professional  services  to  Symantec's 
software  clients. 
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EXHIBIT  A 

SYMANTEC  SYSTEMS  SOFTWARE  PRODUCTS 
UTILITIES 


PRODUCT 

DESCRIPTION 

FIRST 

SHIPPED 

OPERATING 

ENVIRONMENT 

Norton  Utilities11 

Tools  for  system-level  operations 
such  as  disk  and  data  recovery, 
security,  performance  optimiza- 
tion, and  preventive  maintenance 

5/82 

MS-DOS, 

Macintosh 

Norton  AntiVirus™ 

Protects  against,  detects,  and 
eliminates  computer  viruses 
under  DOS 

12/90 

MS-DOS 

NOVI 

Programs  to  protect,  detect,  and 
eliminate  computer  viruses  under 
MS-DOS  and  Macintosh 

11/91 

MS-DOS 

Certus 

Virus  protection,  plus  management, 
security,  and  disaster  recovery 

4/87 

MS-DOS 

Symantec  AntiVirus 
for  Macintosh 
(SAM™) 

Protects  against,  detects,  and 
eliminates  computer  viruses  on 
the  Macintosh 

5/89 

Macintosh 

Norton  Commander™ 

DOS  shell  to  provide  character- 
based  graphical  approach  and 
mouse  capability  for  MS-DOS 
operations 

7/86 

MS-DOS 

Norton  Backup™ 

Hard  disk  backup  program 

2/90 

MS-DOS,  Windows 

Norton  Editor11 

Full  screen  editor  for  ASCII  text 
files 

6/85 

MS-DOS 

Norton  Desktop 1 M 
for  Windows 

File  management  and  utilities 
for  Windows.  Includes  auto- 
mated backup,  data  recovery, 
and  network  support. 

7/91 

Windows 

Norton  Desktop™  for  DOS 

File  management  and  utilities 
for  MS-DOS 

6/92 

MS-DOS 

Norton  pcANYWHERE™ 

PC-to-PC  remote  computing  and 
general  communications 

7/85 

MS-DOS 

Norton  Essentials™  for 
PowerBook 

PowerBook  utilities 

1/93 

Macintosh 

Norton  Speedcache+™ 

Storage  management  for  hard  disk 

3/93 

MS-DOS 
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EXHIBIT  B 

SYMANTEC  SYSTEMS  SOFTWARE  PRODUCTS 
DEVELOPMENT  TOOLS 


PRODUCT 

DESCRIPTION 

FIRST 

SHIPPED 

OPERATING 

ENVIRONMENT 

THINK  C™ 

Integrated  C programming 
toolset,  including  a text 
editor,  C compiler,  linker, 
debugger,  and  project  manager 

4/86 

Macintosh 

THINK  Pascal™ 

Toolset  for  Pascal  programming, 
similar  to  THINK  C (above) 

8/86 

Macintosh 

THINK  Reference™ 

On-line  reference  tool  for 
Macintosh  programmers 

6/91 

Macintosh 

Zortech  C+  + 

Multi-platform  development 

9/88 

Windows,  MS-DOS 
OS/2 

ActorR  and 
ActorR  Professional 

Object-oriented  programming 
systems  for  Windows  development 

2/87,  2/91 

Windows 

ObjectGraphics™ 

Object-oriented  graphics 
library 

7/90 

Windows 

ObjectGraphics™  C+  + 

Object-oriented  graphics  class 
library  for  C + + 

2/92 

Windows 

MultiScopeR  Debuggers 

Debugging  tool 

8/89 

Windows,  MS-DOS 
OS/2 

Whitewater  Resource 
Toolkit11 

WYSIWYG  editors 

11/89 

Windows 
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EXHIBIT  C 

SYMANTEC  APPLICATIONS  SOFTWARE  PRODUCTS 


FIRST 

OPERATING 

PRODUCT 

DESCRIPTION 

SHIPPED 

ENVIRONMENT 

Productivity  Applications 

Q&A™ 

Integrated  database  and  word 
processing  software 

11/85 

MS-DOS 

Q&A  Write™ 

Word  processing  module  marketed 
separately 

5/91 

Windows 

GrandViewR 

Planning,  writing,  and  personal 
information  management  tool. 
Includes  outline  processing,  word 
processing,  and  filing  capabi- 
lities 

4/88 

MS-DOS 

MORE™ 

Outlining,  word  processing, 
desktop  presentations,  and 
financial  charting 

7/86 

Macintosh 

Great  Works™ 

Eight  integrated  applications: 
word  processing,  data  base, 
spreadsheet,  chart,  draw,  paint, 
outline,  and  communications. 

6/91 

Macintosh 

Project  Management 

Time  LineR 

Project  organizing,  scheduling, 
and  resource  allocation  using  the 
critical  path  method 

9/84 

Windows,  MS-DOS 

On  Target™ 

Windows-based  project  planning 
using  spreadsheets,  outlines, 
calendars,  and  bar  charts 

4/91 

Windows 

Guide  Line™  and 

Front-end  guides  to  Time  Line 

12/92 

Windows,  MS-DOS 

Guide  Line™  Maker 

and  On  Target 

Contact  Management 

ACT! 

Contact  manager 

9/87 

MS-DOS 

6/92 

Windows 

8/92 

Macintosh 

1st  ACT! 

Contact  manager 

10/91 

MS-DOS 

11/92 

Windows 
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Marketing/ 

Sales 


Symantec  markets  its  products  domestically  and  in  major  foreign 
markets,  primarily  through  independent  software  distributors  and 
major  retail  chains. 

Domestic  Sales: 

As  of  March  31,  1993,  Symantec  had  approximately  96  people  in  its 
domestic  direct  field  sales  and  telemarketing  groups. 

Symantec's  sales  strategy  is  to  use  a direct  field  sales  force  that  works 
with  businesses  to  encourage  them  to  adopt  Symantec's  products  as 
corporate  standards. 

• Symantec  also  has  a distribution  sales  group  to  work  with  its  major 
distributor  and  reseller  accounts  on  the  management  of  orders, 
inventory  levels,  and  sell-through  to  retailers,  as  well  as  promotions 
and  selling  activities. 

• A telemarketing  sales  group  manages  and  supports  major  dealer  and 
corporate  end  user  accounts. 

Symantec  maintains  distribution  relationships  with  a number  of  major 
independent  software  distributors,  including  Ingram  Micro  D and 
Merisel.  Symantec  also  maintains  relationships  with  many  of  the  major 
computer  and  software  retailing  organizations  in  the  U.S.,  including 
Egghead  Discount  Software,  Corporate  Software,  CompUSA,  Software 
Spectrum,  and  PC  Connection. 

• Ingram  Micro  D represented  14%,  16%,  and  14%  of  Symantec's  net 
revenue  in  fiscal  1993,  1992,  and  1991,  respectively. 

• Merisel  represented  12%,  1 1%,  and  less  than  10%  of  Symantec’s  net 
revenue  in  fiscal  1993,  1992,  and  1991,  respectively. 

• Direct  purchases  by  Egghead  represented  less  than  10%,  10%,  and 
11%  of  Symantec's  net  revenue  in  fiscal  1993,  1992,  and  1991, 
respectively. 

International  Sales: 

As  of  March  31,  1993,  Symantec  had  127  sales,  marketing,  and  related 
personnel  in  its  international  sales  organization. 

Most  of  Symantec's  revenue  from  Canada  come  from  sales  by  affiliates 
of  Symantec's  major  U.S.  distributors.  In  other  countries,  Symantec 
sells  its  products  through  authorized  distributors  that  are  restricted  to 
specified  territories. 
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Symantec  has  established  sales  offices  in  Holland,  France,  Australia, 
Italy,  Canada,  Germany,  and  the  U.K. 

There  are  currently  over  40  translated  versions  of  Symantec  products 
including  versions  in  Danish,  Dutch,  Finnish,  French,  German,  Italian, 
Japanese,  Norwegian,  Russian,  Spanish,  and  Swedish. 

Alliances 

Symantec  has  various  technology  partnerships  with  Apple  Computer, 
including  the  following: 

• An  agreement  to  jointly  develop  Bedrock,  a C+  + -based  cross- 
platform application  framework  for  Macintosh  and  Windows 
development  to  allow  corporate  developers  and  independent 
software  vendors  to  build  applications  for  both  platforms  without 
substantially  rewriting  code. 

• An  agreement  to  jointly  produce  a programming  environment  for 
Macintosh  PowerPC  systems. 

Symantec's  GrandView,  Norton  Speedcache  + , Norton  Commander, 
Norton  Backup,  and  elements  of  certain  other  programs  are  licensed 
from  third-party  developers. 

Clients 

Symantec's  customers  include  MIS/DP  and  department  managers  in 
organizations  of  varying  type  and  size;  among  them  Fortune  500 
companies,  small  businesses,  government  agencies,  and  educational 
institutions. 

Competitors 

Symantec  competes  with  at  least  one  product  from  each  of  the  major 
independent  microcomputer  software  developers,  including  Aldus, 
Borland,  Claris,  Central  Point  Software,  Computer  Associates,  Fifth 
Generation  Systems,  Lotus  Development,  Microsoft,  and  Software 
Publishing. 

Specific  Symantec  products  compete  directly  with  products  from  other 
vendors,  including  Alpha  Software,  Microrim,  Buttonware,  Claris, 
Approach  Software,  and  Ace  Software. 

The  company  also  competes  with  microcomputer  hardware 
manufacturers  who  develop  their  own  software. 
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SYMIX  COMPUTER  SYSTEMS,  INC. 

2800  Corporate  Exchange  Drive 


Chairman,  President, 
& CEO: 

Status:  I 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 

Fiscal  Year  End: 


Lawrence  J.  Fox 
Public  Corporation 


Columbus,  OH  43231 
Phone:  (614)523-7000 
Fax:  (614)  895-2504 


NASDAQ 
270  (4/93) 
$26,686,000 
6/30/92 


Key  Points 


In  addition  to  its  original  customer  base  of  make-to-order 
manufacturers,  Symix  Computer  Systems'  SYMIX  product  line  is 
increasingly  being  sold  to  make-to-stock  and  repetitive 
manufacturers  as  well  as  the  combination  make-to-order/make-to- 
stock  and  make-to-order/repetitive  manufacturing  environments. 

SYMIX  offers  the  latest  technology  with  open  systems,  client/server 
architecture,  and  a graphical  user  interface. 

During  fiscal  1992,  Symix  Computer  Systems  added  systems 
integration  and  consulting  services  to  the  range  of  support  services  it 
provides  to  its  software  and  turnkey  system  clients. 

Beginning  in  July  1992,  Symix  Computer  Systems  bundled  its 
SYMIX  modules,  whereby  customers  license  all  system  modules 
(currently  13  modules)  and  pay  a license  fee  for  each  concurrent 
session  or  active  terminal  on  the  system.  Symix  management 
believes  this  method  of  packaging  and  pricing  is  more  attractive  to 
customers  compared  to  traditional  machine-class  pricing  because 
there  is  a more  direct  relationship  between  value  (number  of  users) 
and  price. 

Also  during  fiscal  1992,  Symix  began  expanding  its  direct  sales  and 
support  organization  to  selected  international  markets,  opening  full- 
service  offices  in  Canada,  the  U.K.,  and  Southeast  Asia. 
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Company 

Description 

Symix  Computer  Systems  develops,  markets,  and  supports  SYMIX,  a 
fully  integrated  manufacturing  control,  accounting,  and  financial 
management  UNIX-based  turnkey  system  for  "make-to-order",  "make- 
to-stock",  and  "repetitive"  discrete  manufacturers. 

The  company  is  a value-added  reseller  for  Hewlett-Packard  and  a 
Cooperative  Software  Partner  (CSP)  for  IBM. 

Symix  Computer  Systems  currently  has  more  than  1,500  manufacturing 
installations  worldwide. 

Company  History 

Symix  Computer  Systems  was  founded  in  1979  to  develop  and  market 
MCS,  a manufacturing  control  software  product  for  microcomputers. 

In  1986,  the  company  introduced  the  SYMIX  system  and  in  1988  began 
offering  the  product  as  a turnkey  system. 

In  March  1991,  Symix  Computer  Systems  made  an  initial  public 
offering  of  one  million  shares  of  its  common  stock,  of  which 
approximately  half  were  sold  by  the  company  and  half  by  selling 
shareholders.  Estimated  net  proceeds  to  the  company  were 
approximately  $7.4  million. 

Effective  January  1,  1990,  Symix  Computer  Systems  changed  its  fiscal 
year  end  from  December  31  to  June  30. 

Financials 

Symix  Computer  Systems'  fiscal  1992  revenue  reached  $26.7  million,  a 
35%  increase  over  fiscal  1991  revenue  of  $19.8  million.  Net  income 
declined  from  $1.8  million  in  fiscal  1991  to  $1.3  million  in  fiscal  1992. 
A three-year  financial  summary  follows: 

£» 
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SYMIX  COMPUTER  SYSTEMS,  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/92 

6/91 

6/90 

Revenue 

• Percent  increase 

$26,686 

$19,759 

$9,965 

81% 

from  previous  year 

35% 

98% 

Income  before  taxes 
• Percent  increase 

$2,193 

$2,792 

$1,132 

(decrease)  from 
previous  year 

(21%) 

147% 

N/A 

• Gross  margin 

8% 

14% 

11% 

Net  income 

$1,337 

$1 ,757 

$692 

• Percent  increase 

(decrease)  from 
previous  year 

(24%) 

154% 

N/A 

• Net  margin 

5% 

9% 

7% 

Earnings  per  share 
• Percent  increase 

$0.46 

$0.73 

$0.32 

(decrease)  from 
previous  year 

(37%) 

128% 

N/A 

A three-year  summary  of  source  of  revenue  by  product  line  follows: 


SYMIX  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

6/92 

6/91 

6/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software 

$18,317 

68% 

$11,711 

59% 

$7,091 

71% 

Hardware 

3,384 

13% 

5,144 

26% 

1,447 

15% 

Services 

4,985 

19% 

2,904 

15% 

1,427 

14% 

TOTAL 

$26,686 

100% 

$19,759 

100% 

$9,965 

100% 
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Employees 


Key  Products  and 
Services 


Symix  management  attributes  fiscal  1992  results  to  the  following: 

The  lower  growth  rate  in  fiscal  1992  was  due  to  slower  growth  in  the 
domestic  economy  in  1992,  particularly  in  the  manufacturing 
segment  of  the  economy  that  represents  Symix's  customer  base. 

• License  fees  and  related  software  revenues  increased  56%  in  fiscal 
1992  due  principally  to  the  expansion  of  the  direct  sales  organization 
and  continued  customer  acceptance  of  the  SYMIX  product  line. 

• A 34%  reduction  in  hardware  revenues  resulted  from  an  increased 
competitive  environment  for  UNIX-based  hardware  platforms,  less 
emphasis  by  Symix  in  selling  hardware  due  the  lower  margins 
compared  to  software  and  services,  and  an  increase  in  joint 
marketing  activities  with  other  UNIX  hardware  manufacturers  for 
which  Symix  does  not  directly  sell  their  hardware. 

• Service  revenue,  which  increased  72%  during  fiscal  1992,  includes 
installation,  implementation,  training,  consulting,  systems 
integration,  and  software  product  support  and  maintenance 
subscription  services. 

For  the  six  months  ending  December  31,  1992,  revenue  reached  $15.6 
million,  a 23%  increase  over  $12.7  million.  Net  income  was  $796,232 
compared  to  $852,582  for  the  same  period  a year  ago.  Results  were 
lower  than  expected  and  were  the  direct  result  of  lower  than 
anticipated  sales,  particularly  in  the  domestic  market. 


As  of  June  30,  1992,  Symix  Computer  Systems  had  about  250 
employees,  as  of  March  31,  1993,  the  company  had  270  employees, 
segmented  as  follows: 


Marketing,  sales,  and 

support  services 
Professional  services  and 

111 

custom  programming 
Product  development  and 

78 

production  engineering 

46 

Administration  and  finance 

35 

270 

The  SYMIX  Solution  is  the  company's  integrated  manufacturing 
control,  accounting,  and  financial  management  system. 
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• The  software  is  written  in  the  PROGRESS  integrated  application 
environment,  which  consists  of  the  PROGRESS  fourth  generation 
language  and  the  PROGRESS  relational  data  base  management 
system. 

• The  SYMIX  Solution  is  highly  portable  and  operates  across  a range 
of  operating  systems  (including  UNIX,  DOS,  and  VMS)  and 
supports  LAN  and  open  system  environments  as  well  as 
client/server  architectures  and  distributed  data  bases. 

• Symix  Computer  Systems  is  a CSP  for  IBM's  RISC  System/ 6000  and 
a Premier  Solution  Provider  for  the  HP  9000  Series. 

The  SYMIX  Solution  is  a fully  integrated  manufacturing  control  and 
financial  management  software  solution  that  offers  manufacturers 
control  of  their  entire  business--from  business  planning  and  operations 
management  to  manufacturing  control  and  financial  analysis.  The 
SYMIX  Solution's  functionality  includes  the  following: 

• Order  Management: 

- Automatic  credit  checking 

- Blanket  orders 

- Options  order  entry  (product  configurator) 

- Volume,  contract,  and  special  pricing 

- Time-phased  allocations 

- Job  cost  estimating  and  quotation 

- Progressive  billing 

- Serial  number  tracking 

- Commissions 

• Material  Management: 

- Standard  routings 

- Bills-of-material 

- Cost  methods,  including  standard  and  actual 

- Multiple  warehouses  and  stockrooms 

- Unit-of-measure  conversion 

- Physical  inventory 

- Cycle  counting 

- Engineering  change  notice  control 

- Master  production  scheduling 

- Unlimited  planning  horizon 

- Net-change  or  regenerative  MRP 

- Bucketless 

- On-line  access  to  MRP  outputs 

- Firm  planned  orders 

- Just-in-time  principles 
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• Production  Management: 

- Infinite,  finite,  forward,  and  backward  scheduling 

- What-if  scheduling 

- Capacity  requirements  planning 

- Overlapping  operations 

- Work  center  dispatching 

- Job  tracking  and  costing 

- Subcontracting  capability 

- Labor  efficiency 

- Payroll  interface 

- Rough-cut  capacity  planning 

• Financial  Management: 


- General  ledger 

- Accounts  payable 

- Accounts  receivable 

- Fixed  assets 

- Multicurrency 

- Multidivision 

- Multicountry  taxation  requirement 
• Additional  Capabilities: 

- Purchasing 

- Payroll 

- Lot  control 

- Backflushing 

- Human  resources 

- Data  collection 

- EDI  interface 

- CAD  interface 

- Systems  integration 

- Multi-language 


Beginning  in  July  1992,  Symix  Computer  Systems  changed  its  method  of 
packaging  and  pricing  its  software  applications.  Under  the  new 
method,  Symix  licenses  to  the  customer  one  complete  package 
(currently  13  modules)  and  the  customer  pays  a license  fee  for  each 
concurrent  session  or  active  terminal  on  the  system.  Under  this 
approach,  Symix  receives  additional  license  fee  revenue  whenever  a 
customer  increases  the  number  of  concurrent  sessions  or  active 
terminals. 


Maintenance  and  support  services  are  contracted  for  and  billed 
separately  from  software,  hardware,  and  other  services  provided  by  the 
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company.  Maintenance  and  support  programs  are  generally  billed  for 
six  month  periods. 

• Other  services  provided  by  Symix  Computer  Systems  include 
installation,  consulting  and  implementation  assistance,  training, 
custom  programming,  and  systems  integration. 

• Hardware  maintenance  is  provided  by  the  hardware  vendor. 


One  hundred  percent  of  Symix  Computer  Systems'  revenue  is  derived 
from  the  discrete  manufacturing  industry. 

Symix  Computer  Systems  markets  its  products  and  services  principally 
to  discrete  manufacturing  facilities  with  50  to  500  employees,  including 
facilities  of  large  industrial  corporations  as  well  as  independent 
manufacturers. 

The  company  has  customers  in  automotive  supply,  electronics,  aircraft 
maintenance,  metal  fabrication,  machinery,  and  industrial  equipment. 

Symix  Computer  Systems  markets  its  products  primarily  through  a 
direct  sales  force.  Independent  distributors  continue  to  sell  certain 
Symix  products  to  smaller  manufacturing  facilities  and  provide  leads  to 
potential  customers. 


o 

Approximately  92%  of  Symix  Computer  Systems'  fiscal  1992  revenue 
was  derived  from  the  U.S.  and  8%  from  international  sources. 

The  company  markets  its  products  in  the  U.S.  through  a direct  sales 
force  and  currently  maintains  24  sales  offices  throughout  the  U.S., 
including  6 full-service  district  offices  and  18  satellite  sales  offices. 

U.S.  district  offices  and  sales  offices  are  as  follows: 

• Central  District  Office:  Columbus  (OH),  with  sales  offices  in 
Indianapolis  (IN),  Grand  Rapids  (MI),  and  Grosse  Pointe  Farms 
(MI) 

• North  Central  District  Office:  Westmont  (IL),  with  sales  offices  in 
Fairfield  (IA),  Muskeg  (WI),  and  Minneapolis  (MN) 

• South  Central  District  Office:  Dallas  (TX),  with  sales  offices  in 
Houston  (TX)  and  Kansas  City  (MO) 
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• Northeast  District  Office:  Plymouth  Meeting  (PA),  with  sales  offices 

in  North  Andover  (MA),  Amherst  (NY),  Brick  (NJ),  and  Annapolis 
(MD)  F 

• Southeast  District  Office:  Charlotte  (NC),  with  sales  offices  in 
Atlanta  (GA),  Duluth  (GA),  Raleigh  (NC),  Pompano  Beach  (FL), 
and  Birmingham  (AL) 

• Western  District  Office:  Newport  Beach  (CA),  with  a sales  office  in 
Campbell  (CA) 

Symix  Computer  Systems’  strategy  for  international  sales  and  marketing 

involves  leveraging  its  direct  sales  and  service  organization  with 

independent  third-party  distributors. 

• Symix  Computer  Systems  has  full  service  offices  in  Thailand,  Ontario 
(Canada)  and  the  U.K. 

• The  company  also  has  more  than  70  distributors  located  throughout 
North  and  South  America,  Europe,  Asia,  and  Australia. 
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SYNERCOM  TECHNOLOGY 

2500  City  West  Boulevard 
Suite  1100 
Houston,  TX  77042 
Phone:  (713)  954-7000 

Fax:  (713)785-0880 


INC. 

President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


David  J.  Stewart 
Public 
90 

$11,987,000 

10/31/92 


Key  Points 

• SynercomR  Technology,  Inc.  (Synercom)  provides  integrated  spatial 
systems  solutions  for  major  commercial  and  governmental 
organizations  worldwide. 

• Spatial  database  technology  has  evolved  from  its  traditional 
association  with  engineering-only  applications  to  an  integrating 
component  within  organization-wide  information  systems.  This 
change  has  fostered  the  need  for  applications  to  operate  on  multiple 
platforms  in  open  system  environments.  Synercom  has  positioned  its 
products  to  take  advantage  of  the  market  opportunity,  moving  away 
from  its  original  position  as  a turnkey  vendor. 

• Synercom  also  offers  systems  integration  services  to  assist  customers 
in  designing,  building  and  maintaining  integrated  systems  including 
spatial  database  systems. 

• In  1993,  Synercom  plans  to  aggressively  pursue  system  integration 
contracts. 

• Synercom  experienced  a decrease  in  revenues  in  fiscal  1992.  In 
1993,  with  the  release  of  Synercom's  new  application,  WMIS,  the 
work  management  information  system  for  the  utilities  industry,  the 
company  hopes  to  generate  new  sales  to  fuel  increased  revenue 
growth. 


May  1993 
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Company 

Description 

Synercom  Technology,  Inc.,  founded  in  1969  as  a Texas  corporation  and 
incorporated  in  Delaware  in  1983,  designs,  develops,  supports,  and 
markets  integrated  spatial  systems  solutions  (also  known  as  geographic 
or  geo-relational  information  systems)  for  major  commercial  and 
governmental  organizations  worldwide. 

The  company's  products  are  targeted  to  organizations  that  are  required 
to  track,  analyze,  and  manage  geographically  dispersed  activities. 
Synercom  directs  its  marketing  efforts  toward  major  electric,  gas,  and 
water  utilities;  municipal  entities;  and  telecommunications  companies. 

Synercom  solutions  consist  of  products  and  services  that  integrate 
multiple  applications  and  data  across  dissimilar  platforms.  The 
solutions  are  designed  to  maximize  usage  of  new  and  existing  data  used 
in  applications  related  to  work  management,  Automated 
Mapping/Facilities  Management  (AM/FM),  outage  analysis  and 
reporting,  engineering  analysis  and  other  operational  and"  financial 
applications  associated  with  the  management  of  geographically 
dispersed  assets. 

Operations/ 

Structure 

Synercom  markets  its  solutions  in  North  America  through  a direct  sales 
force  and  through  distributors  in  Europe,  the  Far  East,  and  Australia. 

The  company's  headquarters  are  in  Houston  (TX).  Other  sales  and 
service  representatives  are  in  major  cities  across  the  U.S. 

As  of  October  31,  1992,  Synercom  had  six  direct  sales  representatives 
located  in  major  cities  throughout  the  U.S.  and  Canada. 

The  direct  sales  representatives  and  international  distributors  are 
supported  by  a telemarketing  staff  and  other  personnel  located  at 
Houston  headquarters. 

Strategy 

Since  1983,  Synercom  has  shifted  from  providing  turnkey  systems  to 
providing  applications  software  products  and  associated  support 
services.  The  company  has  had  a cooperative  marketing  partnership 
with  DEC  since  1984. 

The  company  also  plans  to  continue  providing  spatial  information 
systems  integration  services,  including  data  base  conversion  and 
management  support,  consulting,  training,  systems  engineering,  and 
project  management. 

d 
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Synercom  focuses  on  three  markets: 

• Electric,  Gas,  and  Water  Utilities 

• Telecommunications  Companies 

• Municipal  Governments 


Financials  Total  fiscal  1992  revenue  was  approximately  $12  million,  a 22% 

decrease  from  1991  revenue  of  $15.4  million.  A five  year  financial 
summary  follows: 


SYNERCOM  TECHNOLOGY,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

10/92 

10/91 

10/90 

10/89 

10/88 

Revenue 

$11,987 

$15,356 

$11,723 

$17,501 

$13,400 

• Percent  increase 
(decrease)  from 
previous  year 

(22%) 

31% 

(33%) 

31% 

30% 

Income  (loss)  before 
taxes 

$(3,828) 

$(501) 

$(1,691) 

$2,358 

$(2,142) 

• Percent  increase 
(decrease)  from 
previous  year 

(665%) 

(70%) 

(172%) 

(a) 

210% 

63% 

Earnings  (loss) 
per  share 

$(0.67) 

$(0.09) 

$(0.28) 

$0.36 

$(0.35) 

During  the  fourth  quarter  of  fiscal  1992,  Synercom  expensed 
restructuring  costs  of  approximately  $1,720,000  which  included  an 
estimate  of  expenses  related  to  the  relocation  of  the  company's 
corporate  headquarters  to  smaller,  less  expensive  facilities  and 
expenses  related  to  a reduction  in  headcount. 

Product  licensing  and  sales  revenues  in  fiscal  1992  decreased  35.2% 
compared  to  fiscal  1991.  Revenue  declines  during  fiscal  1992  were 
attributed  primarily  to  a reduction  in  revenues  from  product  licensing 
and  sales  which  include  the  licensing  of  Synercom  software  products 
and  the  resale  of  other  vendors'  products  as  part  of  Synercom's  spatial 
systems  solutions. 
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Revenues  from  Digital  Equipment,  U.K.  for  the  British  Gas  Records 
System  were  approximately  $1,912,000  and  $2,662,000,  respectively,  for 
the  fiscal  years  ended  October  31,  1992  and  1991. 

Export  revenues  were  $5.24  million  (approximately  43.7%  of  revenue) 
in  fiscal  1992. 

Services  revenues  decreased  6.9%  during  fiscal  1992  due  to  a decrease 
in  revenue  from  the  consulting  sector  and  the  continued  decline  in 
proprietary  hardware  support  revenue  as  the  number  of  systems  under 
hardware  maintenance  decreased,  as  planned.  Effective  December  31, 
1992,  SYnercom  no  longer  offers  hardware  maintenance  of  its 
proprietary  workstations. 

Alliances 

• Synercom  and  Baltimore  Gas  & Electric  have  entered  into  a joint 
development  effort  to  launch  a new  (CIA)  customer  interruption 
analysis  product  in  1993. 

• Synercom's  Cooperative  Marketing  Partners'  program,  introduced 
during  fiscal  1990,  further  leverages  the  capabilities  of  INFORMAP 
and  associated  products.  Synercom  is  integrating  into  its  spatial 
systems  solutions  a variety  of  software  that  has  been  developed  by  its 
Cooperative  Marketing  Partners  and  that  can  be  relicensed  or  resold 
by  Synercom. 

• During  fiscal  1990,  Synercom  signed  agreements  with  various 
vendors  to  provide  products  and  services  that  can  be  integrated  into 
Synercom  solutions,  including  AUDRE,  Inc.,  Hitachi  America, 
Interleaf,  Mapping  Information  Systems  Corporation,  Oracle 
Corporation,  and  Stoner  Associates. 

Synercom  also  has  Cooperative  Marketing  Partners  program 
agreements  with  DEC,  Data  General,  and  IBM  which  allow 
Synercom  to  market  various  hardware  platforms  as  part  of  its  spatial 
systems. 

Employees 

As  of  May  1993,  Synercom  had  90  employees. 
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Competition  The  spatial  systems  market  is  highly  competitive.  In  the  area  of 

automated  mapping  and  facilities  management  (AM/FM),  Synercom's 
competitors  include  Intergraph  Corporation,  Environmental  System 
Research  Institute  (ESRI),  GeoVision  Corporation,  IBM,  and 
McDonnell  Douglas'  Systems  Integration  Division  (Purchased  by  EDS). 

In  the  work  management  applications  market,  a number  of  competitors 
are  emerging  including  Andersen  Consulting  and  IBM,  as  well  as 
companies  that  provide  only  work  management  systems,  such  as 
Computer  Systems  & Applications,  and  TTT  Technologies. 


Key  Products  and  Approximately  53%  of  Synercom's  fiscal  1992  revenue  was  derived 
Services  from  application  software  products  and  47%  from  software  support 

services.  A three-year  summary  of  revenue  sources,  as  provided  by 
Synercom,  follows: 


SYNERCOM  TECHNOLOGY,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

10/92 

10/91 

10/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

SOFTWARE  PRODUCT 
LICENSES 

$5.2 

(43%) 

$8.2 

53% 

$5.4 

46% 

SUPPORT  SERVICES 

$6.7 

(57%) 

$7.1 

47% 

6.3 

54% 

TOTAL 

$11.9 

100% 

$15.3 

100% 

$11.7 

100% 

The  company  offers  and  licenses  certain  software  products  on  host 
processors,  with  other  products  being  licensed  on  a "per  workstation" 
basis.  Synercom  software  operates  on  the  entire  line  of  standard, 
unmodified  DEC  VAX  and  MicroVAX  series  computers  and 
VAXstation  workstations.  The  company  also  supports  workstations 
based  on  Tektronix  terminals,  IBM  PCs,  and  IBM-compatible  PCs,  as 
well  as  its  own  proprietary  workstations.  The  Synercom  system 
integrates  with  corporate  systems  through  DEC'S  networking  capability. 

Synercom's  software  products  are  organized  into  four  categories: 
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• Spatial  information  management  software 

• Software  development  tools 

• Application  solutions 

• Networking  and  interface  software 
Spatial  Information  Management  Software 

INFORMAP,  the  foundation  of  Synercom's  product  line,  combines 
spatial,  graphic,  and  associated  attribute  data  in  an  integrated  spatial 
data  base.  Spatial  data  and  related  attribute  information  are  stored  by 
geographic  location.  Data  can  be  referenced  directly  by  location  or  by 
logical  partitioning,  enabling  access  of  a particular  set  of  data  in  any 
area  of  interest  without  sequential  searching  of  the  data  base. 

• During  fiscal  1992,  Synercom  developed  significant  software 
enhancements  and  updates  to  existing  products.  The  INFORMAP 
release  provided  expanded  layer  support,  a new  "quick  plotting" 
option  and  support  for  the  new  Synercom  License  Management 
Facility.  New  developments  also  included  extension  of  the  relational 
data  base  capabilities  of  the  INFORMAP/RDBMS  with 
sophisticated  linear  topological  modeling  and  analysis  capabilities. 

• INFORMAP  supports  distributed  processing  and  provides 
distributed  data  base  capabilities,  allowing  users  to  configure  their 
network  environments  according  to  specific  functional  and 
operational  requirements. 

• INFORMAP/R  and  INFORPLOT/R,  released  in  1990,  are  part  of  a 
suite  of  data  base  building  technologies  that  provide  integrated 
raster/vector  processing  and  information  management  capabilities 
for  incremental  conversion  of  manual  records.  This  suite  of  products 
allows  the  integration  of  maps  and  documents  into  the  spatial  data 
base  through  the  use  of  scanning  technologies  rather  than  through 
traditional,  manual  entry  methods. 

Software  Development  Tools 

The  company  provides  an  extensive  set  of  software  development  tools 
that  enable  Synercom  or  the  user  to  build  vertical-market  applications 
upon  the  INFORMAP  platform.  Software  development  and 
productivity  tools  available  from  Synercom  include  the  following: 
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• PLUS™  and  PLUS1™  libraries  contain  many  user-selected  utility 
routines  that  address  specific  graphic,  geometric,  and  data  base 
management  application  functions. 

• RULES™  enables  customer-specific,  rule-based  procedures  to  be 
added  to  an  INFORMAP  application. 

• Applications  written  using  PLUS,  PLUS1,  or  RULES  have  the  same 
relationship  to  INFORMAP  as  standard  commands  within  that 
product. 

Applications  Software  Solutions 

Applications  software  options  that  operate  with  INFORMAP  are 

available  from  Synercom.  These  products  are  designed  to  address 

unique  vertical-market  requirements  and  include  the  following: 

• WMIS™  is  for  use  primarily  in  companies  in  the  utilities  industry  to 
automate  work  management  functions.  WMIS  allows  organizations 
to  organize  work  management  into  a cohesive  process,  combining  a 
modular  design  with  a systems  integration  implementation. 

Synercom  acquired  the  worldwide,  exclusive  marketing  rights  to 
WMIS  from  Commonwealth  Electric  Company  in  fiscal  1991. 

• OPIS™  (Outside  Plant  Information  System),  introduced  in  1984  and 
updated  in  1988,  is  designed  to  meet  the  needs  of  telephone  outside- 
plant  engineering  professionals.  OPIS  is  used  to  plan,  design,  and 
manage  the  physical  cable  and  equipment  assets  and  logical  wire- 
pair  network  as  a detailed,  connected  model  from  the  central  office 
to  the  individual  subscribers.  OPIS  is  presently  installed  at  a number 
of  major  telecommunications  companies  in  the  U.S.  and  abroad. 

• EMIS™  (Environmental  Mapping  Information  System),  updated  in 
1988,  provides  extended  topological  processing,  analysis,  and 
thematic  presentation  functions.  EMIS  integrates  with  INFORMAP 
for  direct,  interactive  use.  The  system  works  on  data  with  or  without 
topology  and  supports  environmental  studies,  location  assessment, 
demography,  and  other  planning  and  resource  management 
applications. 

• CIA  (Customer  Interruption  Analysis),  planned  for  release  in  1993, 
provides  an  application  system  that  monitors  electric  distribution 
events  or  outages  to  quantify  performance  and  proactively  identify 
areas  requiring  attention.  The  goal  is  to  achieve  a full  understanding 
of  each  outage  and  identify  which  customers  were  affected  and  how 
outages  can  be  prevented. 
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Networking  and  Interfacing  Software 

Networking  and  interfacing  applications  software  includes  the 
following: 

• Synercom  can  currently  offer  workstation  software  products  that 
permit  use  of  Apple  Macintosh  microcomputers,  Data  General 
Aviion  workstations,  DEC  VAXstations,  IBM  and  compatible  PCs, 
Tektronix  terminals,  and  X Windows  terminals.  Users  can  connect  a 
variety  of  peripheral  devices  to  the  systems,  including  digitizer 
tables,  hardcopiers,  printers,  and  plotters. 

• Synercom  also  provides  communications  interfaces  that  work  with 
standard  SNA,  NFS,  DECnet,  and  TCP/IP  communications 
protocols  to  permit  interconnection  of  Synercom's  software  with 
Data  General,  DEC,  IBM,  Sun  Microsystems  and  other  computer 
systems  and  with  data  management  applications  software  resident  on 
such  systems. 

Substantially  all  of  the  company's  existing  software  customers  have 
entered  into  software  maintenance  contracts  for  software  products. 

Each  customer  has  toll-free  access  to  Synercom's  software  support  staff 
at  corporate  headquarters. 

Synercom  also  provides  customers  with  on-line  access  through  the 
Synercom  Users  Network  to  updated  information  on  Synercom 
products  and  services.  Software  support  services  also  include 
distribution  of  periodic  product  updates  and  enhancements. 

Synercom  no  longer  manufactures  or  offers  support  for  its  own 
proprietary  line  of  workstations. 

System  Integration  Services 


During  fiscal  1990,  Synercom  began  restructuring  its  service  offerings  to 
offer  a broad  range  of  systems  integration  services  to  ensure  the 
successful  deployment  of  its  spatial  information  systems.  These 
services  include  custom  software  development,  systems  engineering, 
systems  installation,  data  base  design  and  management,  applications 
consulting,  applications  integration,  training,  and  product  support. 

Synercom  also  offers  systems  integration  services  that  assist  customers 
in  designing  and  building  their  data  bases,  including  the  definition  and 
management  of  conversion  strategies. 
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Clients 

Synercom's  target  markets  for  its  products  include  telecommunications 
companies;  water,  gas,  and  electric  utilities;  and  municipal  entities. 

The  company  has  over  200  installations  of  its  software  products 
worldwide. 

A sample  of  current  Synercom  clients,  by  industry,  includes  the 
following: 

• Telephone  companies:  British  Columbia  Telephone  Company, 
Continental  Telephone  Company,  Hargray  Telephone,  Indiana  Bell, 
Korea  Telecommunications  Authority,  North  Pittsburgh  Telephone, 
Pacific  Bell,  and  Taiwan  Telephone. 

• Electric  and  gas  utilities:  Alabama  Power  Company,  American 
Electric  Power  Company,  Baltimore  Gas  & Electric,  Bonneville 
Power  Administration,  British  Gas,  Carolina  Power  & Light 
Company,  Duisburg  Electric  (West  Germany),  Houston  Lighting  & 
Power  Company,  Louisville  Gas  & Electric,  and  Virginia  Power. 

• Government:  U.S.  Defense  Mapping  Agency,  City  of  Burnaby 
(British  Columbia),  City  of  Houston,  City  of  Long  Beach,  Lane 
Council  of  Governments,  New  York  City,  Wessex  Water  Authority, 
and  the  City  of  Zurich. 

• Natural  resources  organizations:  Alaska  Department  of  Natural 
Resources,  Aramco  Company,  Conoco,  Energy  Resources 
Conservation  Board  (Calgary),  Tenneco,  and  the  Railroad 
Commission  of  Texas. 

Industry  Markets 

Synercom's  fiscal  1992  revenue  was  derived  from  telecommunications 
companies;  water,  electric,  and  gas  utilities;  and  municipal  entities. 

Geographic 

Markets 

Approximately  56%  of  Synercom's  fiscal  1992  revenue  was  derived 
from  the  U.S.  and  44%  from  export  sales  (including  Canada).  A three- 
year  summary  of  geographic  source  of  revenue  follows: 
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SYNERCOM  TECHNOLOGY,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

10/92 

10/91 

10/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Domestic  sales 
Export  sales 

$6.7 

$5.2 

56% 

44% 

8.7 

$6.6 

57% 

43% 

$6.5 

5.2 

56% 

44% 

TOTAL 

$11.9 

100% 

$15.3 

100% 

$11.7 

100% 
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SYSCON  CORPORATION 

1000  Thomas  Jefferson  Street,  N.W. 
Washington,  D.C.  20007 
(202)  342-4000 


Nils  Ericson,  President 

Wholly  Owned  Subsidiary  of  Harnischfeger 

Industries,  Inc. 

Total  Employees:  1,700* * 

Total  Revenue,  Fiscal  Year  End 
10/31/91:  $150  million* 


* INPUT  estimate 


The  Company 


SYSCON  Corporation,  founded  in  1966,  primarily  provides  systems 
development,  systems  integration,  and  systems  operations  services 
for  the  U.S.  Department  of  Defense  (DoD),  government  agencies, 
and  commercial  clients. 

• SYSCON  operated  as  a public  corporation  until  December  30, 
1986,  when  it  was  acquired  by  Harnischfeger  Industries  for  $92.1 
million. 

• Harnischfeger  Industries,  headquartered  in  Milwaukee  (WI),  is  a 
holding  company  for  subsidiaries  involved  in  papermaking 
machinery  manufacturing,  service  mining  and  material  handling 
equipment  manufacturing,  and  systems  integration  services. 

Total  revenues  for  1991  reached  nearly  $1.6  billion. 

• SYSCON  now  operates  as  a wholly  owned  subsidiary  within 
Harnischfeger  Industries'  Systems  Group.  The  group,  which 
generated  sales  of  $224.3  million  and  operating  profit  of  $8.3 
million  in  1991,  also  includes  Harnischfeger  Engineers,  Inc.,  a 
material  handling  systems  integrator  and  engineering  firm. 

Although  SYSCON's  services  are  primarily  provided  to  the  DoD, 
the  company  has  been  broadening  is  business  base  during  the  last 
several  years  and  has  increased  emphasis  on  systems  integration, 
the  non-defense  federal  sector,  and  foreign  markets. 

• SYSCON  has  established  an  office  in  Saudi  Arabia  and  initiated 
marketing  activities  in  Taiwan  and  Korea. 


In  the  Pacific  Rim,.  SYSCON  has  established  strategic  alliances 
with  several  major  regional  corporations,  part  of  an  effort  to 
market  defense  systems  expertise  to  foreign  governments  in  the 
wake  of  diminishing  U.S.  military  spending. 


May  1 992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  7 


SYSCON  CORPORATION 


INPUT 


Key  Products  and 
Services 


• During  1991,  SYSCON  achieved  a more  than  45%  contract  win 
rate,  in  spite  of  a difficult  business  environment. 

Major  competitors  include  IBM,  GE,  Unisys,  Martin  Marietta, 
Computer  Sciences  Corporation,  PRC,  and  various  smaller 
companies. 


INPUT  estimates  that  approximately  90%  SYSCON's  revenue  is 
derived  from  information  services.  Approximately  45%  of 
information  services  revenue  is  derived  from  professional  services, 
(systems  development),  30%  from  systems  operations,  20%  from 
systems  integration,  and  the  remainder  from  software  products  and 
turnkey  systems. 

• SYSCON's  non-information  services  includes  engineering  and 
consulting  services  for  electronic  and  avionic  equipment. 

SYSCON  categorizes  its  services  into  three  business  segments: 
System  Development,  System  Integration,  and  System  Services. 

System  Development: 

System  development  activities  identified  by  SYSCON  include 
systems  engineering,  computer  systems,  and  training  systems. 

• SYSCON's  engineers  conduct  functional  and  testability  analyses, 
configuration  audits,  and  verification  and  validation  services. 

• SYSCON  develops  software  systems  for  military,  government, 
and  commercial  customers.  Areas  of  expertise  include  the 
integration  of  hardware  and  software  and  development  of 
communications  software,  real-time  software,  command  and 
control  systems,  and  on-line  data  base  management  systems. 

• For  the  DoD,  SYSCON  is  involved  in  the  development  of 
training  software,  including  stimulation/simulation  systems, 
computer-managed  instruction  systems,  and  gaming  computers. 

Systems  engineering  project  examples  include  the  following: 

• During  1991,  SYSCON  won  the  largest  contract  in  the  history  of 
Harnischfeger  Industries-a  $154  million,  five-year  contract  to 
test  and  evaluate  the  U.S.  Navy's  AEGIS  defense  system. 

• Designing  and  developing  intermediate  test  sets  and  evaluating 
the  design  for  the  testability  of  the  U.S.  NAVSTAR  Global 
Positioning  System  (GPS) 
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• Conducting  functional  and  testability  analyses,  configuration 
audits,  and  verification  and  validation  for  the  Secure  Voice 
Interoperability  Systems,  which  is  being  developed  under  the 
U.S.  Navy  Fleet  Communications  Engineering  support  contract 

• Acting  as  systems  development  manager  for  the  Modern  Aids  to 
Planning  Program,  which  provides  the  warfighting  Commanders 
in  Chief  with  computer  suites  and  models  for  campaign  planning 

• Developing  models  that  provide  a range  of  gaming,  simulation, 
and  analytical  solutions  to  the  defense  community,  including 
models  such  as  STARRs,  MIMIC,  and  MAGI 

• Providing  systems  support  for  the  Joint  Warfare  Center 

• Acting  as  systems  integrator  for  the  U.S.  Marine  Corps  Warfare 
Assessment  Center 

• Developing  and  integrating  the  Joint  Chiefs  of  Staff  Auto  Force 
Generator,  a rules-based  force  deployment  model 

Computer  systems  project  examples  include  the  following: 

• Providing  broad  design,  evaluation,  and  program  guidance  to  the 
U.S.  Naval  Ocean  Systems  Center  on  the  application  of  Ada  to 
the  Link  11  command  and  control  processor 

• Developing  the  communications  and  signal  processing  for  the 
Underwater  Surveillance  System  for  the  U.S.  Navy 

• Supporting  the  U.S.  Department  of  Labor  in  the  design, 
installation,  and  integration  of  a country-wide  communications 
system,  including  developing  new  local-area  networks  (LANs) 
and  implementing  extensions  to  existing  LANs 

• Providing  test  and  evaluation  and  software  engineering  support 
as  a subcontractor  to  Sprint  International 

• Acting  as  software  engineering  support  contractor  to  the  Air 
Force  Electronics  Systems  Division  for  the  acquisition  of  an 
automated,  digital  command  and  control  system 

• Developing  requirements  for  the  integration  of  an  upgraded 
international  communications  billing  system,  local 
telecommunications  capability,  and  a U.S.  intelligence  data  base 
for  the  Drug  Enforcement  Agency 
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Training  systems  projects  include  the  following: 

• Development  of  the  NAVTAG  (Naval  Tactical  Gaming  Systems) 
used  to  train  Naval  Surface  Warfare  Officers  in  tactical  decision 
making 

• Development  of  the  ULQ-13  controlled  threat  simulator  for  the 
U.S.  Navy  Fleet  Electronic  Warfare  Support  Group 

• Development  of  the  Automated  Instructional  Management 
System  (AIMS)  for  the  U.S.  Army  and  management  of  AIMS 
facilities  at  training  sites  across  the  U.S.  AIMS  tracks  personnel 
through  the  entire  training  process. 

• Providing  broad-based  computer  training,  interactive  training, 
and  computer-managed  instruction  support  to  the  U.S.  Army,  Air 
Force,  and  Navy,  as  well  as  Disney-Universal  Studios,  Hyatt 
Corporation,  NBC,  TKO  Production,  and  NCR 

System  Integration: 

SYSCON  supports  the  DoD  and  other  federal  government  agencies 

as  a subcontractor  and  prime  contractor. 

Project  examples  include  the  following: 

• Working  with  Harnischfeger  Engineers  to  integrate  one  of  North 
America's  largest  automated  material  handling  systems--a  central 
distribution  facility— for  Canadian  Tire  Corporation 

• With  Martin  Marietta,  designing,  integrating,  and  testing 
software  for  joint  programs 

• With  TRW,  developing  the  U.S.  Army's  Computer-  Logistics 
Support  (CALS)  system 

• Supporting  Jet  Propulsion  Laboratories  (JPL)  with  reliability  and 
specialty  engineering  services  for  spacecraft,  civil,  and  defense 
programs 

• Designing  an  input/output  processor  and  software  with  the 
National  Systems  and  Research  Company 

• With  Hughes  Corporation,  developing  the  Advanced  Combat 
Direction  System  for  the  U.S.  Navy 

• Providing  an  IBM-based  personnel  system  to  the  U.S.  Navy 
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• Developing  software  for  SURTASS,  the  Navy's  mobile  undersea 
surveillance  system 

• Supporting  a range  of  NASA  projects,  including  systems 
engineering,  applications  and  systems  programming,  and 
operating  services  for  NASA  Ames  Research  Center 

• Developing  and  providing  total  data  services  for  the  Air  Force's 
weapons  documentation  system,  ATOS 

• Providing  operational  support  for  the  Department  of  Education 
minicomputer  and  LAN  facilities,  including  functional 
integration  and  computer  hardware  and  software  acquisition, 
installation,  and  maintenance 

• Supporting  the  DoD  in  planning,  scheduling,  financial  tracking, 
and  reviewing  operations  and  software  systems,  including  the 
Naval  Military  Personnel  System 

• Providing  engineering,  maintenance,  and  logistic  support  for  the 
Navy's  shore,  sea,  and  submarine-based  satellite  communications 
facilities 

SYSCON  also  markets  NTDS/PLUS™  Naval  Tactical  Data 
Systems  (NTDS)  laboratory  equipment  to  developers  of  NTDS 
tactical  software.  NTDS/Plus  includes  a programmable  NTDS  I/O 
multiplexer  (PIPE)  and  a microcomputer  NTDS  interface  board 
(MIL-I/O). 

SYSCON  has  also  developed  the  following  software  for  various 
federal  government  agencies: 

- The  Computer  Assisted  Maintenance  Management  System 
(CAMMS™)  provides  logs  and  records  management,  tracks 
discrepancies,  and  generates  work  orders  and  reports. 
CAMMS  is  used  for  the  maintenance  of  the  Navy's  T2C 
aircraft. 

- SKETCHER™  is  an  Ada  software  design  tool  that  allows  on- 
line interactive  generation  of  object-oriented  design  diagrams 
(OODDs)  which  represent  high-level  Ada  entities  and  the 
Program  Design  Language  that  corresponds  to  the  OODDs 
drawn. 

- 217  PREDICTR  is  a software  package  that  SYSCON  has 
marketed  since  1980  in  various  forms.  217  PREDICT  aids  the 
Armed  Forces  and  government  contractors  in  predicting  the 
reliability  of  electronic  and  mechanical  systems. 
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- 756  PREDICT™  is  software  that  provides  system  reliability 
predictions  in  compliance  with  system-level  modeling 
requirements  of  MIL-STD  756. 

System  Services: 

SYSCON  provides  systems  operations  services  to  various 
government  and  commercial  clients. 

Projects  include: 

• Managing  the  environmental  test  facility  for  the  NASA  Ames 
Research  Center,  providing  applications  programming  and 
operational  services  for  the  Center's  simulation  laboratory 

• Managing  the  Naval  Underwater  Systems  Center  test  facility, 
testing,  evaluating,  and  certifying  command  and  control  software 
on  board  the  U.S.  Navy's  attack  submarines 

• Providing  facility  maintenance,  computer  operations,  and 
logistics  support  for  the  U.S.  Underwater  Systems  Center  Land 
Based  Integrated  Test  Sites  facility  in  Newport  (RI) 

• Supporting  the  TRIDENT  Command  and  Control  System 
Maintenance  Activity  in  the  daily  operations  of  the  TRIDENT 
Land-Based  Evaluation  Facility 

SYSCON  currently  manages  five  of  its  own  major  computer  centers 
that  support  SYSCON's  engineering,  design,  and  software 
development  activities  and  utility  processing  for  the  company's 
commercial  clients. 

SYSCON  also  markets  the  following  products  to  federal  and  local 
government,  as  well  as  to  commercial  markets,  as  follows: 

• VERSATERMR  is  a microcomputer-based,  hand-held  unit  used 
by  utility  companies  to  automate  meter  reading.  Information  is 
entered  into  the  unit  for  storage  and  later  transferred  to  a 
computerized  billing  system  using  an  IBM  PC. 

• ROUTE  MANAGER™  is  a software  package  for  utility 
companies  that  provides  meter  reading  management  reports, 
data  definition,  and  route  splitting  capabilities. 

• The  Checkweighing  System  (QCT-1000™)  is  a microcomputer- 
based  quality  control  system  for  checking  that  the  quantity  of 
product  inserted  into  a container  measures  within  predetermined 
limits. 
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Industry  Markets 


Geographic 

Markets 


INPUT  estimates  that  approximately  65%  of  SYSCON's  fiscal  1991 
revenue  was  derived  from  defense-related  programs  for  the  federal 
government.  The  remainder  was  derived  from  the  non-defense 
federal  sector  and  commercial  customers. 


INPUT  estimates  that  virtually  all  of  SYSCON's  revenue  is  derived 
from  the  U.S. 

SYSCON  maintains  numerous  offices  across  the  U.S.  and  also  has 
an  office  in  Saudi  Arabia. 
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System  Software  Associates,  Inc. 

(SSA) 


Chairman  & CEO: 
President  & COO: 
500  West  Madison 
32nd  Floor 
Chicago,  IL  60661 
Phone: 

Fax: 

Internet: 


Roger  E.  Covey 
Terry  H.  Osborne 


(312)  258-6000 
(312)  474-7500 


http://www.ssax.com 


Status:  Public 

Employees:  2,025(11/95) 

Revenue:  $394,400,000 

Fiscal  Year  End:  10/31/95 


Key  Points 

• System  Software  Associates  (SSA)  offers  an 
integrated  line  of  business  enterprise 
information  systems  to  the  industrial  sector 
worldwide. 

• During  1995,  SSA  acquired  Softwright 
Systems  Limited,  a provider  of  business 
object  technology  and  systems  in  Europe. 


• During  1995,  the  company  delivered 
distributed  object  applications  based  on  its 
Distributed  Object  Computing  Architecture 
(DOCA). 

• In  mid- 1995,  SSA  sold  its  EDI  software 
assets  to  Harbinger  Corporation.  SSA  has 
been  granted  a license  by  Harbinger  to 
continue  to  market  and  sell  Harbinger’s  EDI 
software  products. 

• During  the  year,  SSA  acquired  two  of  its 
independent  affiliates,  SSA  Northeast  and 
Priority  Systems,  as  well  as  minority 
interests  in  other  affiliates. 
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Company  Description 

SSA,  founded  in  1981,  develops,  markets,  and 
supports  the  following  software  product  lines: 

• The  BPCS  Client/Server  product  line 
consists  of  more  than  40  integrated  software 
products  for  manufacturing,  financial, 
electronic  data  interchange,  and  toolset 
applications  for  IBM  AS/400,  RS/6000,  and 
HP  9000  platforms. 

• Interoperable  Tool  Set  Products  are 
designed  to  help  users  develop  and  maintain 
applications. 

SSA  sells  and  supports  its  products  in  more 
than  70  countries  through  a distribution 
network  consisting  of  branch  offices  and  an 
affiliate  network  of  independent  software  and 
services  firms. 

To  date,  SSA  has  licensed  approximately 

100.000  software  products  in  more  than 

10.000  institutions  worldwide. 

Structure  and  Operations 

Worldwide,  SSA  has  53  principal  offices,  144 
support  centers,  and  90  affiliate  partners  in 
more  than  70  countries. 

• SSA’s  North  American  operations, 
headquartered  in  Chicago,  include  14 
principal  offices,  32  support  centers,  and  17 
affiliates  supporting  3,200+  BPCS  sites. 

• Latin  America  operations,  headquartered  in 
Buenos  Aires  (Argentina),  include  five 
principal  offices,  22  support  centers,  and  17 
affiliates  supporting  700+  BPCS  sites. 

• Asia/Pacific  operations,  headquartered  in 
Hong  Kong,  include  18  principal  offices,  34 
support  centers,  and  16  affiliates  supporting 
1,500+  BPCS  sites. 


• Europe,  Middle  East,  Africa  operations, 
headquartered  in  Camberley,  Surrey  (U.K.), 
has  16  principal  offices,  56  support  centers, 
and  40  affiliates  supporting  2,600+  BPCS 
sites. 

Company  Strategy 

SSA’s  product  strategy  incorporates  a 
cooperative  processing  architecture, 
compliance  with  IBM’s  SAA,  graphic  user 
interface  capabilities,  client/server 
technologies,  and  seamless  integration  to 
other  technologies. 

The  company’s  software  development  strategy 
includes: 

• Addressing  the  complete  spectrum  of 
enterprise  business  system  requirements 
with  fully  integrated  products 

• Offering  one  family  of  products  worldwide, 
suitable  for  all  localities  and  regulatory 
requirements 

• Employing  client/server  technology 
throughout  all  product  offerings 

• Engineering  products  for  the  user  that  are 
easy  to  learn 

• Providing  scalability  to  meet  the  needs  of 
small,  medium,  and  large  businesses 

SSA  is  supporting  an  open  systems  strategy 
and  is  moving  all  its  product  lines  to  a 
configurable,  object-based  architecture  that 
runs  on  multiple  hardware  platforms, 
including  the  IBM  AS/400  as  well  as  UNIX- 
based  IBM  RS/6000,  Digital  UNIX,  and  HP 
9000  business  systems. 

SSA  is  changing  its  organizational  structure 
from  a regional  to  a country  focus.  SSA’s 
strategy  is  to  increase  its  global  presence  by 
gaining  an  SSA  country  operation  in  strategic 
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markets,  and  then  seek  additional  business 
partners  with  increased  emphasis  on  joint 
ventures.  SSA  has  also  organized  its  sales 
force  into  seven  vertical  markets — 
pharmaceutical;  food,  beverage,  and  tobacco; 
consumer  goods;  automotive;  electronics; 
chemical;  and  forest/paper  products. 


Financials 

SSA’s  fiscal  1995  revenue  reached  $394.4 
million,  an  18%  increase  over  fiscal  1994 
revenue  of  $334.4  million.  Net  income  rose 
121%,  from  $15.4  million  in  fiscal  1994  to 
$34.1  million  in  fiscal  1995. 

A five-year  financial  summary  follows: 


System  Software  Associates,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

item 

10/95 

10/94 

10/93 

10/92 

10/91 

Revenue 

$394.4 

$334.4 

$263.4 

$228.8 

$146.0 

• Percent  change 
from  previous  year 

18% 

27% 

15% 

(a) 

57% 

35% 

Income  before  taxes 

$52.4 

$23.8 

$35.7 

$41.6 

$23.8 

• Percent  change 
from  previous  year 

120% 

(33%) 

(14%) 

75% 

74% 

Net  income 

$34.1 

$15.4 

$23.4 

$26.6 

$15.4 

• Percent  change 
from  previous  year 

121% 

(34%) 

(12%) 

(a) 

73% 

75% 

Earnings  per  share  (b) 

$0.81 

$0.38 

$0.57 

$0.66 

$0.39 

• Percent  change 
from  previous  year 

113% 

(33%) 

(14%) 

(a) 

69% 

76% 

(a)  Includes  a nonrecurring  benefit  ($10.4  million  of  revenue;  $5. 1 million  of  net  income;  $0.19  per  share) 


related  to  the  adoption  of  mandatory  revenue  recognition  procedures, 
(b)  Restated  to  reflect  a three-for-two  stock  split  in  December  1995. 


SSA  management  attributes  fiscal  1995 
results  to  the  following: 

• All  geographic  regions  grew  in  fiscal  1995, 
with  particularly  strong  results  in  Europe 
and  Latin  America. 

• License  fees  grew  13%  in  fiscal  1995, 
compared  to  28%  in  fiscal  1994,  due  to  a 
slight  decline  in  AS/400  revenue  offset  by 
sales  of  SSA’s  open  systems  product,  which 
was  released  in  the  second  quarter  of  fiscal 
1995. 


• Client  services  revenue  grew  31%  in  fiscal 
1995,  following  a 26%  increase  during  fiscal 
1994.  These  percentages  are  in  line  with 
the  company’s  target  of  generating  70%  of 
revenue  from  licenses  and  30%  from 
services. 

Research  and  development  expenses  were 
approximately  $40.2  million  (10%  of  revenue) 
$35.1  million  (11%  of  revenue)  in  fiscal  1994, 
and  $37.3  million  (14%  of  revenue)  in  fiscal 
1993.  These  amounts  include  software 
development  costs  that  were  capitalized. 


System  Software  Associates,  Inc. 
September  1996 


© INPUT  1996  Reproduction  prohibited. 


Page  3 of  12 


INPUT  Vendor  Profile 


General  and  administrative  costs  were  $63.5 
million  (16%  of  revenue)  in  fiscal  1995, 
compared  to  $64.1  million  (19%  of  revenue)  in 
fiscal  1994  and  $45.6  million  (17%  of  revenue) 
in  fiscal  1993. 

Sales  and  marketing  expenses  were  $88.5 
million  (22%  of  revenue)  in  fiscal  1995, 
compared  to  $91.5  million  (27%  of  revenue)  in 
fiscal  1994  and  $63.8  million  (24%  of  revenue) 
in  fiscal  1993. 


Revenue  Source  by  Product  / Service 

Approximately  68%  of  SSA’s  fiscal  1995 
revenue  was  derived  from  applications 
software  product  license  fees  and  32%  from 
client  support  services. 

A three-year  source  of  revenue  summary  is 
shown  below. 


System  Software  Associates,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

10/95 

10/94 

10/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  license  fees 

$270.0 

68% 

$239.5 

72% 

$187.9 

71% 

Client  services  and  other 

124.4 

32% 

94.9 

28% 

75.5 

29% 

Total 

$394.4 

100% 

$334.4 

100% 

$263.4 

100% 

Interim  Results 

Revenue  for  the  nine  months  ending  July  31, 
1996  was  $265.2  million,  compared  to  $266.7 
million  for  the  same  period  in  1995.  Net 
losses  were  $15.9  million,  compared  to  net 
income  of  $17.2  million  for  the  same  period  a 
year  ago. 

• The  principal  factor  contributing  to  the 
revenue  and  earnings  decline  was  the 
postponement  of  decisions  on  software 
purchases  and  prospective  clients  wanting 
to  more  fully  evaluate  SSA’s  new  BPCS 
Client/Server  version  6.0. 

• While  business  in  the  U.S.  and  Latin 
America  was  strong,  sales  were  weak  in 
both  Europe  and  Asia. 


• The  company  anticipates  strong  growth  for 
the  fourth  quarter.  The  company  has 
shipped  BPCS  Client/Server  6.0  to  more 
than  160  clients  and  has  won  substantial 
new  business  head  to  head  against  its 
principal  competitors. 

Market  Financials 

SSA’s  revenue  is  derived  primarily  from  the 
discrete  manufacturing,  process 
manufacturing,  and  distribution  industries. 

The  target  markets  for  the  BPCS  product  line 
are  industrial  sector  firms  with  annual 
revenues  greater  than  $50  million.  Clients 
cover  the  entire  industrial  sector,  which  spans 
many  industries,  including  chemicals  and 
pharmaceuticals;  food,  beverage,  and  tobacco; 
consumer  products,  automotive,  electronics 
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and  instrumentation;  forest  products;  and 
plastics  and  machinery. 

Geographic  Markets 

Approximately  39%  of  SSA’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  The 


remaining  61%  was  derived  from  various 
international  sources,  including  $26.4  million 
(7%  of  revenue)  from  sales  made  from  the  U.S. 
to  other  geographic  markets. 

A three-year  summary  of  geographic  source  of 
revenue  follows: 


System  Software  Associates,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

10/95 

10/94 

10/ 

93 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

Geographic  Markets 

$ 

Total 

$ 

Total 

$ 

Total 

U.S. 

$152.1 

39% 

$129.2 

39% 

$81.3 

31% 

Europe/Middle  East 

167.4 

42% 

136.0 

41% 

116.3 

45% 

Asia/Pacific 

5.4 

1% 

9.9 

3% 

16.5 

6% 

Canada/Latin  America 

6.7 

2% 

9.9 

3% 

14.0 

5% 

Other 

62.8 

16% 

49.4 

14% 

35.3 

13% 

Total 

$394.4 

100% 

$334.4 

100% 

$263.4 

100% 

SSA  has  well-established  operations  in  all 
major  international  markets,  including  Brazil, 
Mexico,  Argentina,  Italy,  France,  Spain, 
Germany,  the  Netherlands,  the  U.K., 
Australia,  Singapore,  Japan,  and  China. 

Acquisitions 

In  July  1996,  SSA  acquired  SSA  North 
Central,  an  SSA  Affiliate  Business  Partner 
since  1988. 

• SSA  North  Central  brings  a team  of  75 
BPCS  Client/Server  experts  to  SSA, 
including  a dozen  developers  with  early 
experience  working  with  SSA’s  Distributed 


Object  Computing  Architecture  (DOCA) 
technology. 

• SSA  North  Central  covers  the  midwestern 
territory  of  Iowa,  Minnesota,  North  and 
South  Dakota,  and  Wisconsin  and  serves 
more  than  150  clients. 

In  June  1996,  SSA  Canada  acquired  Vector 
System  Analysis  Inc.  of  Montreal  (Canada),  a 
provider  of  UNIX  and  networking  solutions. 

• Prior  to  the  acquisition.  Vector  had 
approximately  30  employees  and  was  an 
Affiliate  Business  Partner  of  SSA. 
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• Vector  now  operates  as  SSA  Canada’s 
Eastern  regional  office,  serving  more  than 
100  clients  in  this  region. 

In  January  1996,  SSA  acquired  the  Newi 
object  technology  originally  developed  by 
Softwright  (an  SSA  subsidiary)  and 
Integrated  Objects. 

• Newi  business  object  middleware  allows 
product-strength  systems  to  be  built  from 
independent  objects  that  can  be 
independently  delivered  and  added  or 
removed  from  the  system  as  required. 

• The  staff  and  Newi  technology  of  Integrated 
Objects  now  reside  in  SSA  Object 
Technology,  which  markets  Newi  directly  to 
object  application  developers. 

In  November  1995,  SSA  acquired  Softwright 
Systems  Limited,  a leading  provider  of 
business  object  technology  and  systems  in 
Europe. 

• As  a result  of  the  merger,  SSA  now  also 
owns  50%  of  Integrated  Objects,  a provider 
of  business  object  middleware. 

• Softwright,  with  annual  revenue  of  more 
than  $8  million,  had  more  than  100 
employees  at  the  time  of  the  acquisition. 

• Softwright  now  operates  as  a wholly  owned 
subsidiary  of  SSA. 

During  1995,  SSA  also  acquired  two  of  its 
independent  affiliates,  SSA  Northeast  and 
Priority  Systems,  Inc.,  the  remaining  15% 
minority  interest  in  its  Australian  subsidiary 
(SSA  Services  Pty.,  Ltd.),  10%  of  its  affiliate 
SSA  Northwest,  the  BPCS  division  of  a 
California  affiliate  (Exigent  Computer  Group), 
100%  of  its  Canadian  affiliate  (SSA  Ontario), 
and  certain  assets  of  Transtech,  Inc.,  a 


professional  services  firm  based  in  Naperville 
(IL). 

Acquisitions  made  during  fiscal  1994  include 
the  following: 

• In  1994,  SSA  acquired  its  Malaysian 
Business  Affiliate,  Ocean  Information 
Systems  (OIS).  The  business  has  been 
renamed  SSA  Malaysia. 

• In  1994,  SSA  acquired  the  remaining  49%  of 
SSA-DAT  GmbH  and  the  remaining  20%  of 
SSA  Italia,  its  direct  operations  in  Germany 
and  Italy,  respectively. 

Divestitures 

In  July  1995,  SSA  formed  a strategic  alliance 
with  Harbinger  Corporation  whereby  SSA 
sold  its  EDI  software  assets  and  the  SSA  EDI 
development  organization  in  the  Netherlands 
to  Harbinger  for  550,000  shares  of  Harbinger 
common  stock  and  four  million  shares  of 
Harbinger  Zero  Coupon  Preferred  stock. 

• As  part  of  the  agreement,  SSA  was  granted 
a license  by  Harbinger  to  market,  sell,  and 
support  Harbinger’s  complete  line  of 
electronic  commerce  products. 

• In  August  1995,  SSA  purchased  an 
additional  450,000  shares  of  Harbinger 
common  stock. 

In  September  1994,  SSA  sold  a 35%  interest 
in  SSA  Mid-Atlantic,  Inc.,  an  associated 
company  that  was  a 50%  joint  venture  of  SSA. 
SSA  now  has  only  15%  ownership  of  the 
venture. 

Employees 

As  of  October  31,  1995,  SSA  had 
approximately  2,025  employees,  segmented  as 
follows: 
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Sales,  business  consulting, 

marketing 550 

Application  consulting/ 

analysts 765 

Technology — AS/400 150 

Technology — Objects  and  UNIX....  415 
Finance  and  administration 145 


2,025 

The  company  currently  has  approximately 
2,200  employees. 

Key  Products  and  Services 

To  date,  SSA  has  licensed  approximately 

100.000  software  products  in  more  than 

10.000  installations  worldwide. 

BPCS  Product  Line 

SSA’s  primary  software  product 

line — BPCS — consists  of  more  than  40 

integrated  products  designed  for 

manufacturing,  distribution,  financial, 

electronic  data  interchange,  and  toolset 

applications. 

Since  mid- 1995,  SSA  BPCS  Client/Server  has 
shipped  the  following  products  based  on  its 
new  object  computing  architecture: 

• Four  Configurable  Enterprise  Financials 
(CEF)  products — collectively  known  as 
Configurable  Enterprise  Accounting  (CEA) 

• Object  Development  Workbench  object- 
oriented  application  development  tools 

• Supply  chain  management  products 

SSA  products  are  now  available  for  IBM 
AS/400  and  UNIX  versions  for  the  IBM 
RS/6000,  HP  9000,  and  Digital  AlphaServer 
platforms. 

Manufacturing  products  include  the  following: 


• Master  Production  Scheduling  (MPS) 
identifies  future  production  and 
procurement  actions  that  need  to  be  taken 
in  response  to  customer  demand  as  well  as 
day-to-day  events  and  ties  overall  business 
planning  to  detail  operations. 

• Material  Requirements  Planning  (MRP) 
identifies  future  production  and 
procurement  actions  that  are  needed  in 
response  to  day-to-day  events  and  connects 
overall  business  planning  to  detail 
operations. 

• Capacity  Planning  (CAP)  allows  production 
control  to  identify  potential  bottlenecks  and 
backlog  problems  so  that  adjustments  can 
be  made. 

• JIT  (Just-in-time)  provides  support  for  just- 
in-time  and  repetitive  manufacturing 
techniques  and  support  for  the  make-to- 
schedule  activities  of  process 
manufacturers. 

• Manufacturing  Data  Management  allows 
the  definition  and  use  of  product  structure 
and  routing  information  for  a variety  of 
planning  and  costing  needs. 

• Advanced  Process  Industries  contains 
features  and  functions  essential  to  many 
process  industry  companies,  including  lot- 
level  potency,  batch  balancing,  physical 
versus  theoretical  quantities,  container 
control  and  tracking,  campaign  planning, 
reverse  balancing,  full  notes  subsystems,  lot 
tracking,  and  traceability. 

• Configuration  Management  automates  the 
configuration  and  order-entry  processes  that 
are  executed  relative  to  a customer  request 
for  a make-to-specification  product. 

• Shop  Floor  Control  provides  current  status 
of  jobs,  work  in  process,  and  production 
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activity  to  permit  performance  evaluation, 
detailed  planning,  and  scheduling. 

• Quality  Management  System  (QMS) 
implements  quality  assurance  and  quality 
control  functions;  it  is  integrated  with 
production,  procurement,  and  inventory 
control. 

• Laboratory  Management  System  provides 
enhanced  capabilities  to  support  the  special 
requirements  of  quality  assurance 
laboratories,  including  calculation  of  test 
results  from  multiple  readings,  laboratory 
equipment  interface  software,  stability 
testing,  and  laboratory  resource  planning. 

• IWS  Planner’s  Assistant  is  a distributed 
database  client/server  application  that 
supports  planners  who  handle  master 
production  schedules  and  material 
requirements  plans. 

• CIMPath™  automates  data  collection  and 
updates  from  the  plant  floor  or  distribution 
center  through  a variety  of  scanners, 
magnetic  card  readers,  hand-held  devices, 
voice  input,  scales,  and  other  devices. 

• Multi-Facility  Support  allows  configuration 
of  BPCS/AS  applications  and  transmission 
of  operational  data  across  a network  of 
server  computers  and  supports  centralized 
and  decentralized  operating  functions. 

• IWS  Formulation  Assistant  is  a distributed 
database  client/server  application  to  support 
chemists,  laboratory  managers,  and  process 
engineers  in  the  graphical  definition  of 
product  and  process  formulations. 

• Work  Order  Scheduling  and  Control 
automates  the  maintenance  management 
information  chain  to  ensure  effective  use, 
coordination,  and  tracking  of  resources. 


• Equipment  Tracking  provides  a database 
describing  all  facets  of  plant  and  facility 
equipment,  including  location  and 
utilization  history. 

• Preventive  Maintenance  Tracking  identifies 
and  monitors  preventive  maintenance 
activities  for  maintenance-worthy  items. 

• Component  Tracking  is  a subset  of  the 
equipment  hierarchy,  synchronized  with  the 
equipment  database,  that  allows  for 
identification  of  chronic  repair  problems  and 
repair  or  replacement  analysis  for 
equipment  components. 

• Maintenance  Cost  Tracking  is  a tool  that 
tracks  repair  and  maintenance  for  total 
maintenance  cost  analysis  and 
management. 

• Warranty  Claims  Tracking  maximizes  all 
warranty  reimbursements  by  providing  an 
administrative  system  providing  positive 
control  of  all  items  covered  by  manufacturer 
and  vendor  warranties. 

• MRO  Parts  Management  is  designed  to 
meet  or  exceed  the  requirements  of 
purchasing  and  inventory  control. 

Supply  Chain  Management  products  include 

the  following: 

• Customer  Order  Processing  processes  entry 
and  fulfillment  of  customer  orders;  provides 
automatic  pricing  and  inventory  allocation 
to  decrease  order  fulfillment  cycle  times, 
reduce  back  orders,  and  provide  information 
for  production  and  accounting  projections; 
and  prints  customer  acknowledgments  and 
shipping  documents. 

• Inventory  Management  allows  users  to 
obtain  information  for  planning  and  control 
of  finished  goods,  work  in  process,  and  raw 
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material  inventory  and  provides  summary 
and  detail  analysis  on  demand  for 
accounting  and  production  control  purposes. 

• Warehouse  Management  System  automates 
the  warehouse  distribution  process,  from 
receiving  and  putaway  to  picking  and 
deployment. 

• Distribution  Resources  Planning  (DRP) 
identifies  demand  on  distribution  centers 
and  the  resulting  impact  on  resupply 
facilities,  and  presents  transportation 
loading  and  scheduling  information. 

• Billing  and  Sales  Analysis  allows  customer 
orders  to  be  billed  after  shipment,  with 
invoices  printed  and  inventory,  sales,  and 
accounting  information  maintained 
automatically. 

• Forecasting  provides  statistical  forecasts  of 
future  customer  sales. 

• Purchasing  links  planning,  requisitioning, 
receiving,  and  inspection  to  inventory  stocks 
to  permit  evaluation  of  vendors  and 
purchasing  performance  and  prints 
purchase  orders  and  receiving  documents. 

• Promotions  and  Deals  provides  advanced 
functions  for  managing  marketing  and 
promotion  programs. 

• Sales  Performance  Management  is  a sales 
management  tool  that  combines  sales  and 
order  data  with  budget  and  planning 
information. 

• User  Performance  Measurement  provides 
feedback  and  accountability  in  several  key 
management  areas  to  executives  in  order  to 
allow  them  to  monitor  the  performance  of 
their  business  against  plan. 


• Release  Management  handles  contracts, 
blanket  orders,  cumulative  quantities,  daily 
adjustments,  and  delivery  sequence 
schedules. 

Financial  products  include  the  following: 

• Configurable  Ledger  provides  user-defined 
financial  reporting,  allows  for  accumulation 
of  financial  information  to  support 
accounting  functions,  and  allows  analysis  of 
information  for  management  decision- 
making. 

• Accounts  Payable  controls  and  processes 
payables  information. 

• Accounts  Receivable  collects  and 
disseminates  cash  flow  information  aimed  at 
accelerating  collection,  assessing  credit,  and 
reducing  bad  debt. 

• Advanced  Remittance  Processing 
automatically  applies  receipts  to  invoices  for 
bank  lockbox  processing,  posts  payments 
against  invoices,  and  reconciles  payments  to 
invoices. 

• Credit  and  Deductions  Management 
evaluates  customer  credit  status  to  help 
credit  and  sales  managers  review  customer 
credit  worthiness. 

• Multiple  Currencies  provides  multiple 
currency  operations  for  the  financial, 
inventory,  order  processing,  billing,  and 
sales  applications. 

• Configurable  Currency  Translation 
consolidates,  reports,  and  analyzes  multiple 
currency  financial  data. 

• Enterprise  Structures  and  Consolidations 
provides  extensive  reporting  and  analysis  of 
operating  results,  as  well  as  consolidation 
features. 
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• Advanced  Budgeting  and  Analysis  allows 
users  to  perform  extensive  allocations  and 
establish  and  maintain  unlimited  budgets 
for  each  reporting  unit. 

• Draft  Management  provides  advanced 
features  for  handling  bank  drafts,  letters  of 
credit,  and  notes  receivable  and  payable. 

• Fixed  Assets  (U.S.  and  Canada  only) 
manages  and  controls  all  types  of  property, 
plant  and  equipment. 

• Cost  Accounting  provides  control  of 
purchasing  and  manufacturing  costs. 

User  Vision,  SSA’s  retrieval  product,  is  an 

enterprise-wide  client/server  information 

retrieval  solution  for  BPCS. 

Interoperable  Tool  Set  Products 

SSA’s  toolset  products  are  collectively  known 

as  Object  Development  Workbench. 

• IWS  (Intelligent  Workstation)  is  a 
multitasking  workstation-based  application 
definition  facility  that  operates  either 
detached  from  or  attached  to  the  server  and 
that  uses  a graphical  user  interface. 

• INT  (Integrator)  integrates  Gen/RPG  and 
selected  front-end  workstation-based  CASE 
tools. 

• UCI  (Upper  CASE  Integration)  controls  and 
monitors  the  sharing  of  CASE  constructs 
between  multiple  developers  and  platforms, 
acting  as  the  librarian  for  CASE  design 
objects  between  server  and  IWS  local 
microcomputer  repositories. 

• Gen/RPG  accelerates  the  process  of  design, 
generation,  and  maintenance  of  application 
software  for  the  AS/400  environment. 


• Gen/HPUX  regenerates  applications  to  run 
within  UNIX-based  environments. 

• Gen/AIX  assures  successful  fast-path 
migration  to  the  tools  paradigm. 

• RSD  (Rapid  Systems  Development)  is  a 
rapid  systems  development  methodology 
that  enables  information  systems  to  be 
developed  in  shorter  cycle  times. 

The  entire  BPCS  product  line  is  available  in 
English,  Arabic,  Ideographic  Chinese,  Czech, 
Danish,  Dutch,  Finnish,  French,  German, 
Greek,  Hebrew,  Hungarian,  Italian, 
Ideographic  Japanese,  Korean,  Polish, 
Portuguese,  Russian,  Spanish,  and  Swedish. 

Client  Services 

SSA  supports  its  clients  through  a worldwide 
client  service  network  that  consists  of  more 
than  700  direct  support  staff  located  at  SSA’s 
regional  headquarters  and  branch  operations, 
as  well  as  more  than  3,000  additional 
professionals  dedicated  to  supporting  SSA 
clients  in  SSA’s  affiliate  business  partner 
network. 

HelpLine,  SSA’s  international  24-hour 
telephone  support  service,  also  supports 
subscribing  SSA  clients. 

SSA’s  Automotive  Global  Center  of 
Excellence,  which  opened  in  Detroit  (MI)  in 
January  1996,  provides  a state-of-the-art 
technology  environment  where  clients, 
prospects,  and  partners  can  work  with  SSA’s 
automotive  business  consultants  to  apply 
BPCS  Client/Server  to  automotive  clients’ 
business  requirements.  SSA  also  has  similar 
centers  in  the  U.K.  and  Germany. 

Clients 

SSA  products  are  in  more  than  10,000 
installations. 
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A sampling  of  clients  includes  Canon  Europa 
NV,  Pharmacia  & Upjohn,  Inc.,  Maple  Leaf 
Foods,  Tatung  U.K.  Ltd.,  Mother  Parker’s  Tea 
and  Coffee,  SmithKline  Beecham,  IT  Fluid 
Technology,  ICI  Paints,  Hitachi,  Accounting 
Center  of  China  Aviation,  United  Distillers, 
Moulinex  Group,  Sidetur-Siderurgica  del 
Turbio  S.A.,  Matsushita  Electric,  S.C. 

Johnson,  Air  Products,  Kimberly  Clark, 

Epson,  and  Dresser  Industries. 

Marketing  and  Sales 

SSA  sells  and  supports  its  products  through  a 
distribution  network  consisting  of  branch 
offices,  a major  accounts  organization,  and  an 
affiliate  network  of  independent  software  and 
service  firms. 

• SSA  has  a major  accounts  organization  in- 
house  that  coordinates  sales  and  support  to 
larger  corporations  to  better  deal  with  the 
special  needs  of  the  multisite  and 
multinational  customer  via  some  50  SSA 
offices  worldwide.  SSA’s  major  accounts 
strategy  includes  following  up  leads 
generated  by  its  affiliates  as  well  as 
generating  contacts  at  the  corporate  level. 

• On  December  1,  1995,  SSA  had  more  than 
90  affiliate  business  partners.  Affiliates  are 
responsible  in  their  respective  territories  for 
marketing  and  selling  SSA’s  products  and 
for  providing  the  professional  services 
required  for  implementation,  such  as 
education,  project  management,  and 
customization.  SSA  provides  technical, 
applications,  and  sales  training;  marketing 
and  technical  support;  and  emergency 
customer  service  to  the  affiliates. 

• SSA  also  distributes  its  products  through  its 
regional  and  branch  offices.  The  branch 
offices  operate  as  district  or  country  sales 
and  service  or  sales  support  offices  similar 


to  the  affiliates,  but  under  the  direct  control 
of  SSA. 

Alliances 

In  July  1996,  SSA  and  CAP  Gemini  formed  a 
global  alliance  to  help  multinational 
companies  reengineer  their  business  processes 
and  reshape  their  IT  systems.  SSA  will 
provide  BPCS  Client/Server  and  Enterprise 
Resource  Planning  software  and  CAP  Gemini 
will  provide  business  process  reengineering 
and  packaged  implementation  skills. 

In  July  1996,  SSA  and  IBM  announced  an 
agreement  for  IBM  to  establish  a BPCS 
Client/Server  implementation  and 
reengineering  service  line  in  Europe, 
complementing  the  practice  in  Atlanta  (GA). 

In  February  1996,  SSA  announced  an 
agreement  with  AT&T  Solutions  to  provide 
the  world’s  largest  businesses  with  enterprise 
process  redesign,  business  consulting,  systems 
integration  and  implementation  services, 
networking,  and  outsourcing  services. 

• SSA  will  train  and  certify  AT&T  Solutions’ 
consultants  on  its  BPCS  Client/Server 
applications  and  DOCA  technologies. 

• AT&T  Solutions  will  provide  a range  of 
consulting  that  includes  BPCS-based 
enterprise  business  process  redesign  and 
implementation,  including  network 
infrastructure  and  support  capabilities. 

In  April  1996,  SSA  and  i2Technologies 
announced  a partnership  to  deliver  integrated 
supply  chain  and  multimode  manufacturing 
capabilities  using  SSA’s  BPCS  Client/Server 
and  DOCA  technologies  and  i2’s  Rhythm 
products. 

In  July  1994,  SSA  formed  an  agreement  with 
Service  Systems  International,  Ltd.  (SSI)  of 
Kansas  to  market  SSI  service  management 
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software — SSI  S2000 — to  industrial 
businesses  as  part  of  a complete  SSA 
enterprise  software  solution.  The  solution  is 
sold  as  the  BPCS  Service  Management 
System. 

In  April  1994,  SSA  announced  a worldwide 
product  development  and  marketing 
relationship  with  IBM.  The  agreement 
provides  SSA  with  assistance  in  extending  its 
software  to  the  IBM  RS/6000  family  of  UNIX- 
based  workstations  and  servers  and 
establishes  jointly  developed  marketing 
programs  that  address  specific  industrial 
markets. 

In  March  1993,  SSA  announced  that  it  had 
formed  a marketing  and  development  alliance 
with  Bachman  Information  Systems,  Inc.  to 
provide  IBM  AS/400  customers  with  an 
analysis  tool  for  integrating  computer-aided 
software  engineering  (CASE). 

In  February  1993,  SSA  announced  that  it  had 
been  named  an  IBM  Business  Partner — 
Cooperative  Software  Supplier.  Under  the 
terms  of  the  agreement,  IBM’s  U.S.  direct 
sales  force  markets  and  sells  SSA’s  complete 
line  of  software  products  that  run  on  the  IBM 
AS/400  computer. 

Other  SSA  partners  include  Hewlett-Packard, 
Digital  Equipment,  Price  Waterhouse, 


Coopers  & Lybrand,  Technology  Solutions 
Company  (TSC),  Ernst  & Young,  Deloitte  & 
Touche,  Informix,  Grant  Thornton,  and 
Whitman-Hart. 

Competitors 

SSA’s  primary  competitors  for  its  BPCS 
product  line  include  IBM/Marcam  (MAPICS), 
American  Software,  Computer  Associates 
(ASK  Computer  Systems),  SAP,  and  J.D. 
Edwards. 

CASE  competitors  include  Synon,  Lansa,  and 
Progress  Software. 

INPUT  Assessment 

SSA’s  strengths  include  its  broad  product 
offerings,  applications  development  and 
systems  management  product  capabilities, 
strong  distribution  network,  and  broad 
international  customer  base.  SSA  also  has 
good  customer  support  capability,  based  on  a 
staff  of  more  than  500  SSA  professionals  plus 
more  than  3,000  support  consultants  in  its 
Affiliate  Business  Partner  network. 

Challenges  for  SSA  include  increasing  its 
share  of  the  UNIX  open  systems  market  in 
addition  to  its  traditional  AS/400  market, 
dealing  with  pricing  pressures  in  the  open 
systems  environment,  and  expanding  its 
client/server  product  offerings. 
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Chairman  & CEO:  John  E.  Steuri 

President  & COO:  Stephen  A.  Cams 

4001  Rodney  Parham  Road 
Little  Rock,  AR  72212-2496 
Phone:  (501)  220-5100 

Fax:  (501)220-5173 


Status:  Subsidiary 

Parent:  ALLTEL  Corporation 

Employees:  7,500  (12/93) 

Revenue:  $ 678,000,000 

Fiscal  Year  End:  12/31/93 


Key  Points 

• During  1993,  Systematics  formed  a new 
subsidiary,  Systematics  Healthcare  Services, 
Inc. 

• In  1993,  Systematics'  parent 

company — ALLTEL  Corporation — acquired 
TDS  Healthcare  Systems  Corporation  of 
Atlanta  (GA).  TDS  now  operates  as  a division 
of  Systematics  Healthcare  Services,  Inc. 


• Within  a few  months  of  acquiring  TDS, 
Systematics  signed  its  first  outsourcing  contract 
in  the  healthcare  market,  with  St.  Joseph's 
Hospital  of  Parkersburg  (WV). 

• In  1993,  Systematics  entered  into  a 10-year 
outsourcing  arrangement  with  GTE 
Telecommunications  Products  and  Services 
Group  to  outsource  its  cellular  billing  as  well  as 
provide  software  and  conversion  services  to 
GTE. 

• Computer  Power,  Inc.,  Systematics'  mortgage 
services  division,  announced  the  CPI 
Interchange™,  a satellite  communications 
network  linking  loan  originators,  lenders. 
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investors  and  mortage  service  providers 
nationwide. 

• In  1994,  Systematics  announced  a software  and 
services  contract  with  Moscow  Savings  Bank 
of  the  Russian  Federation. 

• During  1994,  Systematics  announced  an 
outsourcing  contract  with  Hibernia  National 
Bank,  New  Orleans  to  provide  outsourcing 
services  for  Hibernia’s  information  processing 
operations.  Hibernia  estimates  it  will  achieve 
savings  of  almost  $40  million  over  eight  years 
as  a result  of  this  contract. 

Company  Description 

Founded  in  1968,  Systematics  Information 
Services,  Inc.,  through  its  operating  divisions  and 
subsidiaries,  provides  advanced  applications 
software,  information  processing  management 
and  outsourcing  services  to  the  financial  services, 
mortgage,  telecommunications  and  healthcare 
industries. 

In  1990,  Systematics  was  acquired  by  ALLTEL 
Corporation  of  Little  Rock  (AR)  in  a pooling-of- 
interests  transactions  valued  at  $500  million. 

• ALLTEL,  with  1993  revenue  of  $2.34  billion, 
provides  local  telephone  services,  information 
services,  cellular  services  and 
telecommunications  equipment. 

• Information  services  has  become  an 
increasingly  important  contributor  to 
ALLTEL's  growth,  and  in  fiscal  1993 
accounted  for  approximately  29%  of 
ALLTEL's  revenue. 

Structure  and  Operations 

Systematics  is  organized  into  four  business 
subsidiary  companies — Financial  Services,  Inc.; 
Telecommunications  Services,  Inc.;  Healthcare 


Services,  Inc.  and  Computer  Power,  Inc. 
(mortgage  services).  Each  of  these  companies 
offer  software  products  as  well  as  outsourcing 
and  consulting  services. 

• The  consulting  function  is  currently  under 
Financial  Services. 

• Corporate  support  units  include  Human 
Resources;  Finance/  Accounting;  Corporate 
Communications,  Strategic  Planning  and 
General  Counsel. 

• The  International  Division  supports  all  business 
units. 

A business  model  of  the  organization  appears  on 
the  following  page. 

• Financial  Services,  Inc.,  headquartered  in  Little 
Rock  (AR),  provides  systems  operations  and 
disaster  recovery  processing  services, 
applications  software  products,  consulting  and 
training  professional  services  and  turnkey 
systems  to  the  financial  services  industry. 

- The  Operations  Division  is  responsible  for  all 
financial  division  outsourcing  customers  and 
the  payment  services  business. 

- The  Software  Division  is  responsible  for 
marketing  application  software  products  and 
supporting  software  clients. 

- The  Outsourcing  Marketing  group  is 
responsible  for  marketing  processing 
(outsourcing)  services. 

- The  Community  Bank  division  develops, 
markets  and  supports  software  products, 
outsourcing  services  and  AS/400-based 
turnkey  systems  to  community  banks  and 
thrifts. 
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- Financial  Services  operates  five  strategic 
business  units:  Branch  Automation;  Consulting 
Services;  Disaster  Recovery  ; Training  Services 
and  Treasury  Services. 

• Telecommunications  Services,  Inc., 
headquartered  in  Little  Rock  (AR),  provides 
software  and  outsourcing  services  to  wireline 
and  cellular  telephone  companies  in  the  U.S., 
Canada  and  the  U K. 

• Computer  Power,  Inc.,  headquartered  in 
Jacksonville  (FL),  provides  single  family 
mortgage  loan  processing  services  and 
applications  software. 

• Healthcare  Services,  Inc.,  headquartered  in 
Little  Rock  (AR),  provides  applications 
software,  outsourcing  services,  implementation 
and  support,  hardware  maintenance,  network 
management,  disaster  planning  and  user  training 
to  the  healthcare  industry. 

The  International  Division  markets  and  supports 
application  products  and  services  across  all 
business  units,  for  customers  primarily  located 
outside  the  U.S. 


Company  Strategy 

Systematics'  current  strategy  is  to  expand  in  its 
chosen  markets — financial  services  providers, 
mortgage  companies,  telecommunications 
companies  (wireline  and  cellular)  and  healthcare 
providers  — and  to  seek  markets  in  other  business 
sectors  that  are  synergistic  with  its  expertise. 

Systematics  continues  to  enhance  its  software 
offerings  to  keep  it  competitive  and  up  to  date. 
Next  to  its  investment  in  people,  the  company's 
largest  investment  has  always  been  in  its 
software. 

Systematics  has  been  expanding  its  software 
through  acquisitions,  investments  and  licensing 
agreements.  The  company  continues  to  form 
agreements  with  third-party  providers  to  assist  its 
customers  with  niche  products  and  services. 

Financials 

Total  1993  revenue  reached  $678  million,  a 19% 
increase  over  1992  revenue  of  $569  million. 
Operating  income  rose  23%,  from  $95  million  in 
1992  to  $117  million  in  1993.  A five-year 
financial  summary  follows: 


Systematics  Information  Services,  Inc. 
Five-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

• Percent  increase  from 

$678 

$569 

$477 

$338 

$295 

previous  year 

19% 

19% 

41% 

15% 

14% 

Operating  income 
• Percent  increase  from 

$117 

$94 

$56 

$44 

$39 

previous  year 

23% 

70% 

27% 

13% 

16% 
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The  increase  in  1993  revenues  was  attributed  to 

the  following: 

• New  outsourcing  contracts  (both  on-site  and 
centralized),  including  telecommunications  and 
new  item  processing  operations 

• Additional  services  provided  under  existing 
facilities  management  contracts 

• An  increase  in  the  number  of  mortgage  loans 
processed 

• Increased  usage  of  new  mortgage  processing 
service  offerings 

• Increased  nationwide  refinancing  activity  in 
1993  and  1992  contributing  to  revenue  through 
additional  transaction  processing 

• Recording  of  TDS  operations  from  the  date  of 
acquisition 


Interim  results:  Revenue  for  the  three  months 
ending  March  31,  1994  reached  $200  million,  a 
27%  increase  over  $158  million  for  the  same 
period  in  1993.  Operating  income  for  the  period 
rose  1%,  to  $29  million. 

Market  Financials 

The  company  markets  its  products  and  services  to 
the  financial,  mortgage,  telecommunications  and 
healthcare  industries. 

There  are  approximately  1,100  customers  being 
served  by  Systematics. 

Revenue  Analysis  by  Product  Line: 
Approximately  84%  of  Systematics'  1993  revenue 
was  derived  from  systems  operations,  13%  from 
application  software  products,  3%  from 
consulting,  education,  training  and  disaster 
recovery  planning.  A three-year  summary  of 
source  of  revenue  follows: 


Systematics  Information  Services,  Inc. 
Three-Year  Source  of  Revenue  Summary 


($  Millions) 


Fiscal  Year 

1993 

1992 

19 

91 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Systems  operations 

$570 

84% 

$489 

86% 

$406 

85% 

Applications  software 

88 

13% 

63 

11% 

57 

12% 

Other  (a) 

20 

3% 

17 

3% 

14 

3% 

Total 

$678 

100% 

$569 

100% 

$477 

100% 

(a)  Includes  consulting,  education,  training  and  disaster  recovery  planning. 


Geographic  Markets 

Systematics  serves  customers  in  49  states  and  in 
34  countries  outside  the  U.S. 


Acquisitions 

Recent  acquisitions  made  by  Systematics  include 
the  following: 


Systematics  Information  Services,  Inc. 
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• In  1993,  Systematics'  parent 

company — ALLTEL  Corporation — acquired 
TDS  Healthcare  Systems  Corporation  of 
Atlanta  (GA)  for  approximately  two  million 
ALLTEL  shares. 

- TDS  develops  healthcare  information  systems 
software  and  serves  more  than  200  hospitals 
in  the  U.S.,  Canada,  the  U.K.  and  Europe. 

- TDS  had  approximately  500  employees  and 
1992  revenue  of  about  $85  million  at  the  time 
of  the  acquisition. 

- TDS  now  operates  as  a division  of 
Systematics  Healthcare  Services,  Inc. 

• During  1993,  Computer  Power,  Inc.  acquired 
Busch  Analytics  to  enable  customers  to 
facilitate  analysis  of  mortgage  portfolios. 

Employees 

As  of  December  1993,  Systematics  had 
approximately  7,500  employees. 

Key  Products  and  Services 

Systematics'  products  and  services  are  designed 
for  the  financial  industry  (banks,  savings 
institutions,  credit  unions,  mortgage  service,  and 
finance  companies),  telecommunications  industry 
(telephone  and  cellular  companies)  and  the 
healthcare  industry  (hospitals  and  nursing  home 
providers). 

Systematics  provides  on-site  and  remote 
outsourcing  services  to  financial  institutions, 
mortgage  companies,  healthcare  providers  and 
cellular  and  wireline  telephone  companies. 

Financial  Services: 

In  the  financial  services  arena,  Systematics  offers 
the  following  products  and  services: 


• Systematics  offers  on-site  and  remote 
processing  services  as  well  as  single  application 
outsourcing  services. 

• Systematics  has  a complete  set  of  integrated 
banking  and  financial  applications  software 
termed  Systematics  Integrated  Financial 
Software  targeted  at  financial  services 
companies  and  financial  institutions  exceeding 
$1  billion  in  assets.  The  Financial  Services 
business  unit  also  provides  consulting  services 
to  community  banks  and  larger  banks. 

- The  software  products  run  on  IBM 
mainframes  under  DOS/VSE,  VM  and  MVS 
with  client/server  modules. 

- All  applications  are  available  through 
Systematics'  Operations  Processing  Services 
or  may  be  purchased  as  individual  software 
products  or  as  a total  integrated  system.  All 
products  are  backed  by  training, 
documentation,  product  enhancements, 
support  and  consulting. 

• International  capabilities  for  Systematics' 
software  include  an  Origination  and  Warehouse 
System,  Translator  Facility  and  multicurrency 
features. 

• Systematics'  wholesale  banking  software  is  an 
integrated,  multicurrency  package  designed  to 
run  in  a PC  LAN,  UNIX  or  IBM  AS/400 
environment. 

• Systematics  also  markets  the  Horizon  Banking 
System,  a multibank,  multibranch  system  for 
community  banks  with  $50  million  to  over  $1 
billion  in  assets.  Horizon  is  an  AS/400-based 
system  available  as  a software  product,  a 
turnkey  system  or  outsourced  offering. 
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Disaster  Recovery: 

Customers,  primarily  financial  institutions,  may 
subscribe  to  either  a shell  facility  or  a fully- 
equipped  facility,  generally  for  a term  of  five 
years. 

Disaster  backup  services  are  marketed  only  to 
Systematics'  contract  clients. 

Consulting  Services: 

Systematics  provides  a range  of  consulting 
services  that  address  business  issues  and  the 
application  of  technology  to  improve  productivity 
and  financial  performance. 

• The  services  are  geared  to  the  financial 
industry,  where  Systematics  offers  applications 
software  solutions. 

• Consultants  are  experienced,  successful 
bankers. 

Systematics'  business  consulting  services  focus  on 
the  following  banking  lines  : 

• Back-office  operations 

• Retail  banking  and  delivery  systems 

• Lending  and  loan  operations 

• MIS  and  technology 

Training  Services: 

Systematics  assists  financial  services  clients  in 
implementing  training  in  their  organizations. 
Training  services  assistance  includes  : 

• Assessing  needs 

• Developing  strategy 

• Developing/  customizing  courses  and  course 
materials 

• Training/  coaching  trainers 

• Post-conversion  training  reviews 


Formal  courses  are  offered  through  Systematics' 
Career  Development  Center  in  Little  Rock, 
providing  training  support  for  Systematics' 
software  products  to  employees  and  clients. 

Branch  Automation  Services: 

Systematics'  branch  automation  solution  is  a set 
of  products  that  operate  on  PC  LANs  in  branch 
offices  and  that  are  compatible  with  Systematics' 
host  banking  applications. 

• Systematics  provides  an  authoring  tool,  model 
transaction  sets  for  teller  and  platform 
functions,  and  the  host  connectivity  software 
that  allows  the  branches  to  access  files  at  the 
central  mainframe  computer. 

To  reduce  the  risk  and  time  to  implement  a 
branch  automation  system,  Systematics  provides 
complete  turnkey  or  partial  systems  integration 
services. 

Telecommunications  Services: 

Systematics  Telecommunications  Services,  Inc. 
provides  systems  operations  processing  services 
and  applications  software  products  to  wireline 
and  cellular  telephone  companies. 

Vituoso,  acquired  from  C-TEC  during  1990,  is  a 
cellular  telephone  billing  and  information  system 
for  EBM  AS/400  and  mainframe  computers 
targeted  to  cellular  telephone  companies. 
Modules  include: 

• Marketing 

• Credit  Bureau  Interface 

• Account  Management 

• Switch  Management/  Service  Order 
Processing 

• Point-of-Sale/Inventory  Management 

• Accounts  Receivable 

• Collections/  Treatment 
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• Commissions 

• Customer  Care 

• Billing 

• Roamer  Processing 

• Unbilled  Call  Access 

Computer  Power,  Inc.  (CPI): 

CPI  is  a leading  provider  of  data  processing 
services  and  applications  software  to  financial 
institutions  originating  and/  or  servicing  single- 
family mortgage  loans.  Other  services  include 
consulting,  training  and  portfolio  conversion. 

CPI  also  offers  an  integrated  package  of 
information  processing  solutions  as  follows: 

• Loan  Origination — From  laptop  origination 
through  closing. 

• Secondary  Marketing — Complete  risk  analysis 
and  position  management  including  delivery  and 
post-closing  document  tracking. 

• Loan  Servicing — Customer  service,  escrow 
management,  default  management,  investor 
reporting  and  accounting,  cash  management 
and  interfaces  to  Systematics'  retail  systems 

• Support  Services — Consulting,  training, 
conversion  and  acquisition  services  and 
customized  business  solutions. 

• Management  Services — Full  outsourcing, 
remote  processing  options,  Executive  Decision 
Making  Support,  Portfolio  Evaluation  and 
Disaster  Recovery. 

In  1993,  CPI  introduced  CPI  Interchange™,  a 
satellite  communications  network  linking  loan 
originators,  lenders,  investors  and  mortgage 
service  providers  nationwide. 

In  1993,  CPI  also  announced  its  new  Renaissance 
Strategic  Architecture  that  provides  customers 


with  the  flexibility  and  enhanced  capability  to 
improve  mortgage  profitability  and  service 
quality. 

Healthcare  Services: 

Systematics  Healthcare  Services,  Inc.  provides 
outsourcing  services  and  applications  software 
products  to  the  healthcare  industry. 

The  TDS  7000  Series  is  TDS's  family  of  health 
care  information  systems  with  full  functional 
support  for  physicians,  nurses  and  other 
clinicians,  based  on  a single,  integrated  Permanent 
Patient  Record. 

• The  Permanent  Patient  Record  can  maintain  as 
many  as  16  million  individual,  lifetime  records, 
integrating  information  from  inpatient  and 
outpatient  activities. 

• TDS  7000  Series  includes  four  fully 
integrated  modules  as  follows  : 

- Healthcare  Module 

- Health  Management  Module 

- General  Financial  Module 

- Decision  Support  Module 

• The  TDS  7000  Series  runs  on  IBM  43XX  or 
30XX  series  systems  under  VSE  and  MVS  and 
supports  IBM's  SNA.  The  TDS  7000  Series  is 
available  in  several  models  to  clients  as  an  in- 
house  system  or  as  a processing  service. 

• The  TDS  7000  Series  was  released  in  1990  as 
the  successor  to  the  TDS  Healthcare  4000 
System.  TDS  continues  to  support  the  TDS 
Healthcare  4000  System  as  its  clients  migrate 
to  the  TDS  7000  Series. 

TDS  also  provides  installation  consulting  services 
to  assist  customers  throughout  the 
implementation  process,  providing 
implementation  teams,  support  and  user  training. 
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Clients 

Systematics  has  existing  contracts  with  over 
1,100  U.S.  and  international  customer 
organizations. 

Systematics'  customers  range  from  community 
banks  to  some  of  the  U.S.'s  largest  financial 
institutions — including  Chemical  Bank, 
NationsBank  and  Citibank.  Major  non-U.  S. 
financial  services  clients  include  the  National 
Bank  of  Greece,  Okobank  in  Finland,  National 
Bank  of  New  Zealand  and  Bank  of  Ayudhya  in 
Thailand. 


A challenge  that  Systematics  faces  is  to 
successfully  move  forward  in  its  new  market — the 
healthcare  industry. 


Telecommunications  customers  include  GTE's 
cellular  division  and  Mercury  One-2-One. 

Healthcare  customers  include  hospitals  such  as 
St.  Joseph's  Hospital,  among  others. 

Marketing  and  Sales 

W Systematics  has  domestic  sales  offices  in  Little 
Rock  (AR),  Los  Angeles  (CA),  New  York  (NY), 
Jacksonville  and  Orlando  (FL)  and  Atlanta  (GA). 
Systematics  has  regional  offices  in  the  U.K., 
Hong  Kong  and  Singapore  that  handle  sales  and 
support  in  those  regions. 


Competition 

Systematics'  major  competitors  include  Electronic 
Data  Systems,  IBM  ISSC,  Fiserv  and  Hogan 
Systems. 


INPUT  Assessment 

Systematics  is  a very  strong  player  in  the  financial 
services  outsourcing  market.  The  company  has 
strategically  implemented  a business  model, 
whereby  each  of  its  business  units  is  able  to  offer 
a suite  of  software  products  as  well  as 
outsourcing  services  to  customers. 


Parent  Company: 

ALLTEL  Corporation 
One  Allied  Drive 
Little  Rock,  AR  72202 
(501)661-8000 
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Chairman, 

President  & CEO: 

4 Country  View  Road 
Malvern,  PA  19355 
Phone: 

Fax: 

Internet: 


A\' 


Michael  J.  Emmi 

(610)  647-5930 
(610)  725-7411 
Http://www.sctcorp.com 


ill  SCT 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
2,066  (2/96) 
$ 176,148,000 
9/30/95 


Key  Points 

• Systems  & Computer  Technology 
Corporation  (SCT)  is  a provider  of  computing 
management  outsourcing  services  and 
administrative  applications  software  to  the 
higher  education,  government,  utilities, 
cable/telecommunications  and 
manufacturing/distribution  markets. 

• In  late  1995,  SCT  received  the  largest 
annual  billing  contract  in  the  company’s 


history — an  outsourcing  contract  with  the 
City  of  Indianapolis/Marion  County  worth 
up  to  $80  million. 

In  June  1995,  SCT  entered  the 
manufacturing  and  distribution  markets 
with  the  acquisition  of  Adage  Systems 
International,  a provider  of  enterprise 
resource  planning  software  products. 

The  company  claims  its  current  customer 
base  in  the  higher  education  market  serves 
about  one-half  of  all  college  students  in  the 
U.S. 
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Company  Description 

SCT  provides  systems  operations,  associated 
support  services  and  applications  software 
products  to  government  agencies,  educational 
institutions,  utilities, 
cable/telecommunications  and 
manufacturing/distribution  companies 
worldwide.  Hardware  sales  are  also  made  in 
conjunction  with  the  company’s  BANNER® 
software  products. 

SCT  was  founded  in  1968  to  provide  services 
to  the  higher  education  market.  The  company 
has  made  several  acquisitions  since  1990 
which  have  expanded  its  product  offerings, 
market  opportunities  and  expertise. 

• The  acquisition  of  Moore  Governmental 
Systems,  Inc.  in  1990  and  Mentor 
Information  Systems  in  1991  expanded 
SCT’s  offerings  to  state,  local  and  municipal 
governments  as  well  as  not-for-profit 
organizations. 

• The  acquisition  of  Digital  Systems,  Inc.  in 
1991  and  IntelliSource  Software  Group  in 
late  1994  expanded  SCT’s  offerings  to  the 
utilities  industry. 

• SCT  acquired  one  of  its  major  competitors  in 
the  higher  education  market  in  mid- 1992 
with  the  purchase  of  Information  Associates 
(LA)  from  Dun  & Bradstreet  Software.  The 
acquisition  added  the  IA-Plus™  series  of 
software  products  to  SCT’s  higher  education 
line-up. 

• The  acquisition  of  Adage  Systems  in  June 
1995  positioned  SCT  as  a player  in  the 
manufacturing  and  distribution  markets. 

• A 1995  contract  with  Continental 
Communications  (formerly  Continental 
Cablevision)  initiated  SCT’s  entry  into  the 
cable/telecommunications  market. 


Organization  and  Structure 

SCT  is  currently  organized  into  three  major 

areas  of  business  as  follows: 

• The  Technology  Management  Division 
(TMD)  (formerly  the  Information  Resource 
Management  Division)  is  based  in  Malvern 
(PA)  with  approximately  948  employees. 
TMD  provides  outsourcing  and  integrated 
systems  operations,  processing  and 
professional  services  to  higher  education, 
government,  utilities  and  other  markets. 
TMD’s  premier  offering  is  OnSite  services. 

A regional  office  is  in  Irvine  (CA). 

• SCT  Software  Group  includes  the  following 
units: 

- SCT  Education  Systems,  based  in  Malvern 
(PA),  has  approximately  457  employees. 
SCT  Education  Systems  develops,  licenses, 
and  supports  SCT’s  applications  software 
for  higher  education  clients.  This  unit’s 
principal  offerings  are  the  BANNER  series 
and  IA-Plus  series  of  products.  Regional 
offices  are  in  Dallas  (TX),  Irvine  and  San 
Diego  (CA),  Reston  (VA)  and  Rochester 
(NY). 

- SCT  Government  Systems,  based  in 
Lexington  (KY),  has  approximately  129 
employees.  This  division  provides 
applications  software,  professional 
services,  hardware  and  supplies  for  state, 
local  and  municipal  governments,  courts 
and  not-for-profit  organizations.  Primary 
products  include  BANNER,  MONITOR™, 
SPECTRUM™  and  PSAS™.  Regional 
offices  are  in  Atlanta  (GA),  Baton  Rouge 
(LA),  Dallas  (TX),  Malvern  (PA)  and  Salt 
Lake  City  (UT). 

- SCT  Utility  Systems,  Inc.,  based  in 
Columbia  (SC),  has  approximately  167 
employees.  This  division  provides 
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customer  information,  human  resource, 
finance  and  billing  software  for  utility 
companies,  electric  cooperatives,  and 
municipal  utilities.  Primary  products  are 
BANNER,  MONITOR,  REACT™  and 
RESPONSE™.  Regional  offices  are  in 
Dallas  (TX),  Irvine  and  San  Diego  (CA)  and 
Malvern  (PA). 

- SCT  Manufacturing  and  Distribution 
Systems  (formerly  Adage  Systems), 
headquartered  in  Malvern  (PA)  with 
approximately  70  employees,  provides 
enterprise  resource  planning  software 
products  (ERP)  to  multinational  users  in 
the  manufacturing  and  distribution 
industries.  Regional  offices  are  in  Atlanta 
(GA)  and  Detroit  (MI). 

- Systems  Integration  Division  is  a start-up 
group  designed  to  provide  full-service 
systems  integration  and  to  complement 
and  support  the  other  divisions’  offerings. 

• SCT  International,  Ltd.,  located  in 
Basingstoke  (England),  was  formed  in  early 
1994  to  provide  SCT  software  and 
technology  management  services  to  clients 
in  Great  Britain,  Continental  Europe  and 
throughout  the  world. 

Company  Strategy 

SCT’s  goal  is  to  be  the  leading  provider  of  open 
systems  solutions  to  customers  in  its  vertical 
markets  by  providing  systems  operations 
services,  applications  software  and  leading- 
edge  client/server  technology. 

In  the  systems  operations/outsourcing  market, 
SCT’s  strategy  is  to  increase  sales 
opportunities  by  bundling  its  applications 
software  with  its  OnSite  services  to  provide 
prospective  clients  with  a total  information 
system  solution. 


• SCT  plans  to  make  a significant  entrance 
into  the  manufacturing/distribution 
marketplace  with  its  1995  acquisition  of 
Adage  Systems  and  plans  to  actively  support 
and  develop  the  ADAGE®  ERP  product. 

• SCT  plans  to  grow  its  mid-level  services, 
such  as  systems  implementation  and 
integration,  for  all  markets  that  it  serves. 

In  the  higher  education  software  market,  SCT 
is  committed  to  providing  advanced 
administrative  systems  for  both  client/server 
and  centralized  computing  environments. 

• SCT  continues  to  evolve  its  BANNER  Series 
of  products  for  this  market  and  has 
demonstrated  its  support  for  client/server 
with  the  release  of  BANNER  2.1,  which 
supports  the  ORACLE  7 relational  database 
and  Developer/2000  graphical,  client/server 
application  development  tools. 

• SCT  has  successfully  integrated  the  LA 
operations  into  the  SCT  Education  Systems 
Division.  The  IA-Plus  series  product  line 
supports  centralized  computing 
environments  through  five  integrated 
systems. 

• SCT  will  continue  to  expand  its  higher 
education  client  base  outside  the  U.S. 
(Canada,  Australia,  South  Africa,  Mexico) 
and  will  focus  on  full-service  and 
consultative  offerings. 

In  the  public  sector  market,  SCT’s  mission  is 
to  provide  administrative,  revenue-enhancing 
and  criminal  justice  systems  through  mission- 
critical  software  and  customer  support. 

• SCT  offers  multiple  operating  systems  and 
hardware  platforms  for  its  products, 
providing  a flexible  migration  path  for  its 
clients  and  supporting  the  "reengineering"  of 
government. 
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• The  company  is  devoting  resources  to 
continually  enhance  its  BANNER  Series  of 
products,  which  are  based  on  client/server 
technology  and  the  ORACLE  RDBMS. 
Existing  systems  include  finance,  human 
resources,  courts  case  management,  records 
indexing,  occupational  tax  and  license, 
property  tax  and  license,  and  utility 
customer  information. 

In  the  utilities  market,  SCT’s  mission  is  to 
meet  the  administrative  needs  of  utilities 
providing  gas,  electric,  water,  wastewater, 
refuse  and  other  services. 

• With  the  introduction  of  the  BANNER 
Utility  Customer  Information  System — an 
open  RDBMS  customer  service  system — SCT 
now  provides  a solution  that  can  be  scaled  to 
a wide  range  of  utilities — from  small 
midrange  utilities  to  multimillion-consumer 
operations. 

• SCT  intends  to  expand  into  international 
markets  and  is  focusing  on  large 
organizations  overseas. 

In  the  manufacturing/distribution  market, 

SCT  plans  to  offer  a major  new  release  of 
ADAGE  that  will  include  functional 
enhancements  targeted  to  penetrate  the 
process  manufacturing  marketplace.  This 
release  will  operate  on  ORACLE  and  Microsoft 
SQLServer  databases  in  addition  to  the 
currently  supported  CA-Openlngres 


databases.  The  new  release  will  operate 
under  Microsoft  NT  and  Windows  95. 

Financials 

SCT’s  fiscal  1995  revenue  reached  $176.1 
million,  a 19%  increase  over  fiscal  1994 
revenue  of  $148.2  million. 

• Net  income  was  $3.1  million,  after  the  effect 
of  an  $8.7  million  charge  for  purchased 
research  and  development  associated  with 
the  acquisition  of  Adage  Systems  in  1995. 

• Without  the  impact  of  the  $8.7  million 
charge,  net  income  and  earnings  per  share 
for  fiscal  1995  would  have  been  $11.8  million 
and  $0.80,  respectively. 

• A five-year  financial  summary  appears  on 
the  following  page. 

Revenue  Analysis  by  Product  Line 
Approximately  38%  of  SCT’s  fiscal  1995 
revenue  was  derived  from  systems  operations, 
41%  from  software  and  hardware  sales,  20% 
from  maintenance  and  enhancement  services 
and  1%  from  interest  and  other. 

A three-year  summary  of  source  of  revenue 
also  appears  on  the  following  page. 
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Systems  & Computer  Technology  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$176.1 

$148.2 

$120.2 

$90.9 

$65.4 

• Percent  change  from 
previous  year 

19% 

23% 

32% 

39% 

42% 

Income  (loss)  before  taxes 

$10.3 

$17.8 

$11.2 

$(1.6) 

$5.2 

• Percent  change  from 
previous  year 

(a) 

(42%) 

59% 

800% 

(b) 

(131%) 

406% 

Net  income  (loss) 

$3.1 

$11.6 

$9.6 

$(2.3) 

$4.7 

• Percent  change  from 
previous  year 

(73%) 

21% 

517% 

(149%) 

(347%) 

Earnings  (loss)  per  share  (c) 

$0.21 

$0.83 

$0.74 

$(0.19) 

$0.38 

• Percent  change  from 
previous  year 

(75%) 

12% 

489% 

(150%) 

338% 

(a)  Includes  a $8. 7 million  charge  for  purchased  research  and  development  associated  with  the  acquisition  of 


Adage  Systems. 

(b)  Includes  a $7. 7 million  charge  for  purchased  research  and  development  in  connection  with  the  acquisition 
of  Information  Associates  in  1992. 

(c)  Fully  diluted. 


Systems  & Computer  Technology  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/5 

33 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Systems  operations 

$66.9 

38% 

$64.0 

43% 

$53.7 

45% 

Software  and  hardware  sales 

72.0 

41% 

52.7 

36% 

40.0 

33% 

Maintenance  and  enhancements 

35.1 

20% 

30.2 

20% 

26.0 

22% 

Interest  and  other 

2.1 

1% 

1.3 

1% 

0.5 

Total 

$176.1 

100% 

$148.2 

100% 

$120.2 

100% 

SCT  management  attributes  the  company’s 
fiscal  1995  results  to  the  following: 

• Systems  operations  revenues  rose  5% 
primarily  due  to  several  new  agreements, 
including  a five-year  agreement  with 


Continental  Communications  which  began 
in  January  1995  and  expanded  throughout 
the  year.  Contract  renewal  rates,  as  a 
percent  of  annual  revenue  from  contracts 
available  for  renewal,  for  fiscal  1995,  1994 
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and  1993  were  97%,  89%  and  100%, 
respectively. 

• Software  and  hardware  sales  and  services 
revenue  increased  37%  due  primarily  to 
increases  in  licenses  of  BANNER  Utilities 
and  related  services  to  both  U.S.  and 
international  utilities,  and  a continued 
demand  for  the  BANNER  products  and 
related  services  in  the  global  higher 
education  market. 

• Maintenance  and  enhancements  revenue 
rose  16%  during  fiscal  1995  due  to 
continued  high  annual  renewal  rates  and  a 
growing  base  of  installed  clients  primarily 
in  the  higher  education  market. 

Interim  Results 

Revenue  for  the  three  months  ending 
December  31,  1995  reached  $47.8  million,  a 
22%  increase  over  $39.2  million  for  the  same 
period  in  1994.  Net  income  was  $2.3  million, 
compared  to  nearly  $3.0  million  for  the  same 
period  a year  ago. 

Market  Financials 

SCT’s  fiscal  1995  revenue  was  derived 
primarily  from  educational  institutions, 
utilities,  and  government.  Approximately 
59%  ($103.9  million)  came  from  higher 
education,  23%  ($40.1  million)  from  local 
government,  17%  ($29.9  million)  from  utility 
companies  and  the  remaining  1%  ($2.2 
million)  from  other  markets. 

The  markets  for  SCT’s  products  and  services 
include: 

• Higher  education — Systems  operations 
and  applications  software  is  marketed  to 
colleges,  universities,  and  other  higher 
education  institutions,  including 
proprietary  schools.  Institutions  with 
enrollments  greater  than  1,000  students 


(of  which  there  are  approximately  2,200) 
represent  SCT’s  target  market. 

• Local  government — SCT  markets  its 
BANNER  Series  of  administrative 
software  to  county  and  municipal 
governments  of  all  sizes. 

• Utilities — SCT’s  target  utility  market 
includes  approximately  1,000  water,  gas 
and  electric  utilities  serving  more  than 
25,000  consumers. 

• Manufacturing/ distribution — SCT  will 
market  the  ADAGE  product  globally  to 
more  than  16,600  discrete  and  process 
manufacturing  sites  having  more  than 
$100  million  in  revenues. 

Geographic  Markets 

Approximately  87%  of  SCT’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  and  13% 
from  international  sources.  The  company 
has  several  clients  outside  the  U.S., 
including  sites  in  the  Caribbean  and  the 
U.K. 

Acquisitions 

In  June  1995,  SCT  completed  the  acquisition 
of  Adage  Systems  International,  Inc.  of 
Westport  (CT)  for  one  million  shares  of  SCT 
common  stock  valued  at  approximately  $10.9 
million,  plus  possible  additional 
considerations  based  on  future  performance. 

• Adage,  with  approximately  70  employees 
and  annual  revenue  of  $6  million,  provides 
the  ADAGE  family  of  enterprise  resource 
planning  software  for  the  manufacturing 
and  distribution  industries. 

• Adage  Systems  will  operate  as  part  of  the 
SCT  Software  Group. 

In  December  1994,  SCT  acquired 
IntelliSource  Software  Group,  San  Diego,  a 
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division  of  Management  Analysis  Company 
for,  $1.2  million  plus  contingent  payments 
based  on  future  performance. 

• IntelliSource  Software  Group  products, 
which  are  based  on  the  ORACLE  RDBMS, 
serve  the  utility  market. 

• The  products  have  been  incorporated  into 
SCT  Utility  Systems,  Inc. 

Employees 

As  of  July  1995,  SCT  had  approximately 
1,900  employees. 

As  of  February  1996,  the  company  had  2,066 
employees,  of  which  approximately  450  are 
located  at  the  company’s  corporate  offices, 
with  the  remainder  located  throughout 
SCT’s  various  offices  and  client  sites. 

These  employees  are  segmented  as  follows: 

Corporate 82 


Technology  Management 948 

SCT  Software  Group 

- SCT  Education  Systems 457 

- SCT  Government  Systems 129 

- SCT  Utility  Systems,  Inc 167 

- SCT  Manufacturing  & 

Distribution  Systems 70 

SCT  International,  Ltd. 

and  other 213 


2,066 

Key  Products  and  Services 

SCT  offers  a range  of  products  and  services 
through  three  distinct  operating  groups. 

Technology  Management  Division  (TMD) 

TMD  provides  a variety  of  systems 
operations  services,  designed  to  assume  total 


or  partial  control  and  responsibility  of 
information  resources  on  a long-term  or 
short-term  basis  for  higher  education 
institutions  and  government  jurisdictions. 

• SCT  can  manage,  staff  and  support  any  or 
all  aspects  of  a client’s  information  systems 
and  operations,  including  data  center 
management  and  operations,  short-term 
and  long-range  planning,  user  liaison  and 
functional  consulting,  technical  support 
services,  application  and  systems  software 
support,  office  automation,  microcomputer 
maintenance  and  telecommunications 
services  and  network  integration. 

• TMD’s  premier  offering  is  OnSite  services, 
a comprehensive  computing  management 
service  in  which  clients  outsource  their 
computer  processing  operation  to  SCT 
through  a “public/private,  or  outsourcing, 
partnership.” 

• TMD  now  “bundles”  BANNER 
administrative  software  applications  with 
its  OnSite  services  to  provide  clients  with  a 
complete  solution  for  their  information 
technology  needs. 

• SCT  developed  a Total  Quality 
Management  (TQM)  methodology  to  be 
used  as  a tool  for  increasing  client 
satisfaction  and  productivity  by  applying  a 
standard  approach  to  administration 
systems  in  order  to  easily  identify 
opportunities  for  rightsizing  and 
downsizing  client  systems. 

• TMD  also  provides  custom  applications 
software  development  services  for 
government,  utilities  and  education.  An 
OnSite  services  development  team 
assumes  full  responsibility  for  the  software 
development  project,  including  the 
feasibility  study,  design,  coding,  testing, 
and  implementation,  using  tested 
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methodologies  for  project  management, 
software  engineering,  and  quality 
assurance,  such  as  automated  project 
control,  structured  techniques,  and  process 
checkpoints. 

• OnSite  services  contracts  may  be  either  on 
a fixed  price  or  time-and-materials  basis 
and  typically  cover  an  initial  period  of 
three-to-seven  years.  The  company’s 
contract  renewal  rates,  as  a percent  of 
annual  revenue  from  contracts  available 
for  renewal,  were  100%,  89%  and  100% 
fiscal  1995,  1994  and  1993,  respectively. 

• SCT  is  providing  OnSite  services  at  18 
higher  education  institutions,  19  local 
governments  and  several  other  locations. 

Major  recent  contract  announcements  have 
included  the  following: 

• A seven-year,  $80  million  outsourcing 
contract  with  the  City  of 
Indianapolis/Marion  County 

• A seven-year  contract  renewal  with 
Northampton  County  (PA)  to  provide 
technology  transformation  (rightsizing) 
from  a mainframe  to  a client/server 
environment 

• A ten-year,  $16  million  contract  extension 
with  the  Florida  Institute  of  Technology  to 
provide  OnSite  services  through  the  year 
2005 

• A five-year,  $6.4  million  contract  with 
Continental  Communications  to  provide 
OnSite  services  at  four  Continental 
locations  throughout  the  U.S. 

• A 10-year,  $10  million  contract  with  the 
City  of  Greenville  (SC)  for  OnSite  services 
to  operate  Greenville’s  MIS  department 
and  help  the  City  to  transition  from 


multiple  operating  platforms  to  more 
flexible,  functional  open  systems 

• A seven-year,  $13  million  contract  with 
Roosevelt  University,  Chicago  to  provide 
an  academic  and  administrative  systems 
solution  combining  OnSite  services  with 
the  BANNER  Finance,  Student  and 
Financial  Aid  systems 

• A seven-year,  $35  million  contract  with 
Dallas  County  (TX)  for  OnSite  services 

• A 10-year,  $14  million  contract  with  Weld 
County  (CO)  for  OnSite  services  and 
migration  from  mainframe  to  a downsized 
environment 

• A seven-and-one-half-year,  $7  million 
contract  with  Adams  County  (CO)  for 
OnSite  services 

SCT  Software  Group 

SCT  Education  Systems 

SCT  Education  Systems  provides 
administrative  applications  software 
products  to  the  higher  education  market. 
The  division’s  product  line  was  expanded 
during  1992  with  the  acquisition  of  LA  and 
its  IA-Plus  series  of  products. 

The  BANNER  Series  of  administrative 
information  management  systems  for 
colleges  and  universities  consists  of  five 
integrated  systems. 

• The  BANNER  line  incorporates  the 
ORACLE  RDBMS  and  supports  an  open 
systems,  client/server  environment.  The 
product  is  portable  over  many  platforms, 
including  DEC,  IBM,  AT&T,  Sun 
Microsystems,  Sequent,  Data  General, 
Hewlett-Packard  and  other  UNIX-based 
systems. 
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• SCT’s  new  BANNER  2.1  product  features 
several  enhancements  to  the  BANNER 
line,  including  a complete  GUI  capability 
for  users  and  support  for  ORACLE  7. 

• BANNER  systems  for  the  higher  education 
market  include  the  following: 

- The  BANNER  Student  System  provides 
a range  of  administrative  functions,  from 
recruiting  and  registration  to  class 
schedules,  records,  and  billing. 

- The  BANNER  Financial  Aid  System 
manages  financial  aid  programs  and 
includes  such  functions  as  tracking, 
budgeting,  needs  analysis  and  packaging. 

- The  BANNER  Alumni/Development 
System  provides  administrative  support 
for  fund-raising  and  development 
programs  for  colleges  and  universities. 

- The  BANNER  Finance  System  provides 
financial  data  and  management 
information  in  the  areas  of  fund 
accounting,  accounts  payable,  cost 
accounting,  purchasing,  and  budgeting. 

- The  BANNER  Human  Resources  System 
supports  a range  of  human  resource 
administration  functions,  including 
budgeting,  staffing,  applicant  processing, 
EEO  reporting,  W-2  reporting, 
assignment  processing,  benefits 
administration,  and  payroll  processing. 

• BANNERQuest  is  a natural  language 
query  system  that  allows  BANNER  clients 
to  access  information  from  their 
administrative  data  base  using  plain 
English. 

• There  are  currently  more  than  1,215 
BANNER  systems  licensed  to  more  than 


400  customers  in  the  higher  education 
market. 

LA-Plus  series  is  designed  to  meet  the 
administrative  needs  of  the  higher  education 
market. 

• LA-Plus  systems  operate  on  large-scale 
IBM  and  DEC  computers  using  DB2  and 
proprietary  operating  systems.  Versions 
for  the  IBM  RS/6000  and  DEC  Alpha  AXP 
are  currently  under  development. 

• LA- Plus  consists  of  five  systems  comprising 
a total  of  15  modules.  The  systems,  which 
may  be  purchased  separately  or  together, 
include: 

- Student  Information 

- Financial  Aid 

- Financial  Records 

- Human  Resources 

- Alumni/Development 

• There  are  currently  more  than  1,650  IA- 
Plus  systems  licensed  to  more  than  560 
customers. 

Other  products  offered  through  SCT 
Education  Systems  include: 

• VLSAGE:Plus™,  a graphical  user  interface 
to  IA-Plus 

• EDI. Smart™,  electronic  transcript 
management/delivery  software 

• FOCUS®  Express,  an  ad  hoc  reporting  tool 
for  BANNER  and  LA- Plus  using  the 
FOCUS  Report  Writer  from  Information 
Builders 

Recent  contract  announcements  include: 

• A seven-year,  $15  million  contract  with  the 
State  of  Texas,  Department  of  Information 
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Resources,  allowing  state  colleges  and 
universities  to  license  BANNER  and  LA- 
Plus 

• Licensing  of  BANNER  Student,  Finance 
and  Human  Resources  systems  by  the 
Monterrey  Institute  of  Technology  (the 
largest  private  institution  in  Mexico), 
Benemerita  Universidad  Autonoma  de 
Puebla  (the  third-largest  public  institution 
in  Mexico),  University  of  Guadalajara  (the 
largest  Western  university  in  Mexico)  and 
The  Hong  Kong  Academy  for  Performing 
Arts 

• Providing  16  two-year  colleges  of  the  South 
Carolina  Board  for  Technical  & 
Comprehensive  Education  with  LA-Plus 
Human  Resources 

• An  agreement  with  the  Board  of  Regents  of 
the  University  System  of  Georgia  to  make 
the  full  spectrum  of  BANNER  software 
available  to  more  than  30  state-funded 
colleges  and  universities  and  to  assist  with 
implementation 

SCT  serves  1,050  higher  education 
institutions,  including  more  than  46%  of 
approximately  1,575  U.S.  institutions  having 
a population  of  more  than  2,000  students. 
Globally,  the  company  serves  more  than  42% 
of  the  1,740  English  speaking  institutions. 

SCT  Government  Systems 

SCT  offers  the  BANNER  Series  of 
administrative  information  management 
software  to  government  jurisdictions  and 
courts. 

• The  BANNER  line  incorporates  the 
ORACLE  RDBMS  and  supports  an  open 
systems,  client/server  environment.  The 
product  is  portable  over  many  platforms, 
including  DEC,  IBM,  AT&T,  Sun 
Microsystems,  Sequent,  Data  General, 


Hewlett-Packard  and  other  UNIX-based 

systems. 

• BANNER  systems  for  government  include: 

- The  BANNER  Finance  System  provides 
financial  data  and  management 
information  in  the  areas  of  general 
ledger,  purchasing/receiving,  stores 
inventory,  accounts  payable,  fixed  assets, 
budget  development,  cost  accounting, 
accounts  receivable  and,  optionally, 
investment  management. 

- The  BANNER  Human  Resources  System 
supports  a range  of  human  resource 
administration  functions,  including 
applicant  tracking, 
employment/compensation 
administration,  employee  relations 
administration,  health  and  safety 
administration,  benefits  administration, 
position  management,  personnel  services 
budgeting,  time  reporting,  payroll 
calculation,  payroll  adjustments  and 
history  and  tax  administration. 

- The  BANNER  Courts  Management 
System  empowers  those  involved  in  the 
judicial  process  to  access  information 
intelligently  via  docket  management, 
document  management,  scheduling  and 
accounts  receivable  capabilities. 

- The  BANNER  Records  Indexing  System 
streamlines  the  records  indexing  process 
(including  choice  of  a remote  access 
capability)  and  can  handle  the  critical 
areas  of  cash  receipts  and  accounts 
receivable.  It  is  particularly  effective  in 
the  management  of  land  records. 

- The  BANNER  Occupational  Tax  & 
License  System,  which  helps  the  user  to 
maintain  an  accurate,  well-managed  tax 
and  license  system,  includes  functions  for 
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account  maintenance,  accounting, 
collections,  inspections/audits  and 
checks/refunds. 

- The  BANNER  Property  Tax  System 
simplifies  multiyear  tax  administration, 
including  system  administration,  real 
property  administration/assessment,  tax 
calculation,  billing,  collections  and 
distributions. 

- The  BANNER  Utility  Customer 
Information  System  supports  the 
business  operations  of  customer  account 
management,  such  as  location 
information,  customer  information, 
billing  and  account  history,  accounts 
receivable,  service  orders,  component 
inventory  and  reporting. 

SCT  Government  Systems  also  provides 
customer  service  in  the  areas  of  systems 
integration,  project  management,  training, 
specialized  consulting  and  development  and 
computing  equipment  and  supplies. 

SCT  Government  Systems  has  nearly  1,100 
clients  worldwide. 

• New  BANNER  Courts  clients  include  the 
Office  of  Prothonotary  and  Office  of 
Register  of  Wills  of  Allegheny  County  (PA) 
Courts,  Orange  County  (CA)  Superior 
Court  and  the  First  Judicial  District  of 
Pennsylvania. 

• Other  new  BANNER  clients  include  the 
City  of  Austin  (TX),  the  City  of 
Duncanville  (TX),  the  City  of  Fredericton 
(New  Brunswick,  Canada),  the  City  of 
Galveston  (TX),  the  City  of  Goldsboro 
(NC),  the  City  of  Grand  Junction  (CO), 
Metropolitan  Transit  Authority/Harris 
County  (Houston,  TX),  Indiana 
Department  of  Natural  Resources,  Leon 
County  (FL),  the  City  of  Manitowoc  (WI) 


Public  Utilities,  Muskegon  County  (MI), 
Potter  County  (TX),  the  City  of  Raleigh 
(NC),  the  City  of  Toronto,  the  City  of 
Scottsdale  (AZ)  and  Weld  County  (CO). 

SCT  Utility  Systems,  Inc. 

SCT  Utility  Systems  has  more  than  150 
customers  worldwide. 

• The  BANNER  line  incorporates  the 
ORACLE  RDBMS  and  supports  an  open 
systems,  client/server  environment.  The 
product  is  portable  over  many  platforms, 
including  DEC,  IBM,  AT&T/NCR,  Sun 
Microsystems,  Sequent,  Data  General, 
Hewlett-Packard  and  other  UNIX-based 
systems. 

• BANNER  systems  for  utilities  include: 

- The  BANNER  Finance  System,  an 
accrual-based  system  that  provides 
financial  data  and  management 
information  in  the  areas  of  fund 
accounting,  accounts  payable,  cost 
accounting,  purchasing  and  budgeting 

- The  BANNER  Human  Resources 
System,  supporting  a range  of  human 
resource  administration  functions, 
including  budgeting,  staffing,  applicant 
processing,  EEO  reporting,  W-2 
reporting,  assignment  processing, 
benefits  administration  and  payroll 
processing 

- The  BANNER  Utility  Customer 
Information  System,  integrating  billing, 
customer  account  management  and 
related  functions 

As  a result  of  the  acquisition  of  IntelliSource 
Software  Group,  SCT  has  added  three  new, 
ORACLE-based  software  systems  for  the 
utility  market: 
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• Inventory  Management  System 

• Fuels  Management  System  (FMS) 

• Procurement  System 

Recently  added  clients  include  British  Gas 
Service,  North  West  Water,  Ltd. 
(Warrington,  England);  Scottish  Power 
(Scotland);  Asheville/Buncombe  Water 
Authority  (Asheville,  NC);  the  City  of 
Columbus,  Ohio  Public  Utilities  Department 
(Divisions  of  Water  and  Sewerage  & 
Drainage);  the  City  of  Raleigh  (NC); 
Westcoast  Energy;  and  the  City  of  Richmond 
(VA). 

SCT  Manufacturing  & Distribution 
Systems 

SCT  now  offers  the  ADAGE  enterprise 
resource  planning  (ERP)  system  to 
multinational  users  in  the  manufacturing 
and  distribution  industries. 

• ADAGE  includes  20  integrated  modules 
targeted  at  hybrid  manufacturing  (discrete 
and  process  industries)  and  order 
fulfillment/distribution  disciplines  that 
address  the  sales,  engineering, 
procurement,  manufacturing,  logistics, 
quality  assurance  and  finance  functions. 

• The  product,  which  uses  a relational 
database  management  system,  operates 
with  all  major  server  platforms,  both  Intel- 
based  and  UNIX,  including  Compaq,  Data 
General,  Digital,  Hewlett-Packard,  IBM, 
Sun  and  others. 

Systems  Integration 

This  new  division  provides  information 
systems  development,  integration  services 
and  consulting  within  selected  markets. 


SCT  International,  Ltd. 

SCT  International,  Ltd.  is  responsible  for 
providing  SCT  software  and  consulting 
products  and  services  to  the  utility  industry 
in  Great  Britain  and  throughout  the  world. 

Sample  Clients 

Technology  Management — City  of 
Indianapolis/Marion  County,  Dallas  County 
(TX),  Mohave  County  (AZ),  Weld  County 
(CO),  Mississippi  College,  Fairfield 
University  (CT),  University  of  Medicine  & 
Dentistry  of  New  Jersey,  Allen  County  (IN), 
Beaver  County  (PA),  Butte  County  (CA), 
California  Institute  of  Technology, 
Charleston  County  (SC),  City  of  Ft.  Wayne 
(IN),  Kent  County  (DE),  San  Juan  Hospital, 
City  Computer  Center  of  San  Juan,  The 
George  Washington  University  (D.C.), 
Norwich  University  (VT) 

SCT  Education  Systems — Indiana  State 
University  (IN),  Johnson  County 
Community  College  (KS),  Massachusetts 
Institute  of  Technology  (MA),  State 
University  of  New  York  (NY),  University  of 
Nebraska  (NE),  William  Marsh  Rice 
University  (TX),  University  System  of 
Georgia 

SCT  Government  Systems — City  of  Dayton 
(OH),  St.  Lucie  County  (FL),  American  Red 
Cross  (Charlotte,  NC),  Boston  Health  and 
Hospitals  (MA),  City  of  Baton  Rouge  (LA), 
City  of  Pontiac  (MI),  Delaware  River  Port 
Authority  (NJ),  Allegheny  County  (PA), 
Orange  County  (CA),  City  of  Toronto 

SCT  Utility  Systems — Albany  Water,  Gas  & 
Light  Commission  (GA),  City  of  Alexandria 
(LA),  Anoka  Electric  Cooperative  (MN), 
Berea  College  (KY),  City  of  Dayton  (OH), 
Mid-Carolina  Electric  (SC),  Water  Works 
and  Sanitary  Sewer  Board  of  the  City  of 
Montgomery  (AL),  Palmetto  Electric 
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Cooperative  (SC),  City  of  Poway  (CA),  City  of 
Regina  (Saskatchewan),  Village  of 
Schaumberg  (IL),  St.  Lucie  County  (FL), 

City  of  West  Palm  Beach  (FL),  Agua  de 
Mexico  (Mexico  City),  North  West  Water, 

Ltd.  (U.K.),  British  Gas  Service 

SCT  Manufacturing  & Distribution 
Systems — Basic  American  Foods,  Domino 
Sugar  and  Para-Chem 

Systems  Integration — Continental 
Communications,  National  Media  Corp. 
(Philadelphia,  PA),  Westcoast  Energy 
(Vancouver)  and  Electronics  Boutique 
(Westchester,  PA) 

Marketing  and  Sales 

SCT  has  a sales  force  of  approximately  80 
direct  salespersons  and  support  staff,  of 
which  approximately  67  sell  SCT’s 
applications  software  products  and  13  sell 
OnSite  services. 

SCT  also  has  various  cooperative  marketing 
agreements  with  hardware  and  software 
suppliers. 

Alliances 

SCT  is  a value-added  reseller  of  Oracle 
database  products  and  derives  commission 
revenue  on  ORACLE  licenses. 

SCT  also  has  established  marketing 
relationships  for  its  BANNER  series  with 
DEC,  AT&T/NCR,  Sun,  Data  General, 
Hewlett-Packard  and  Sequent. 

SCT  has  an  agreement  with  Perception 
Technology  to  jointly  develop  voice 
technology  capabilities  for  both  BANNER 
and  IA-Plus  products. 


Competitors 

Systems  operations  competitors  include 
IBM,  Andersen  Consulting,  Computer 
Sciences  Corporation,  Electronic  Data 
Systems,  Business  Records  Corporation  and 
in-house  data  processing  departments. 

Within  the  higher  education  market, 
principal  software  competitors  include 
American  Management  Systems,  PeopleSoft, 
Oracle  and  Datatel. 

The  local  government  and  utility  markets 
are  highly  fragmented  and  competition 
varies  significantly  depending  on  customers’ 
computing  platforms.  Competitors  include 
PeopleSoft,  Oracle,  Bitech  and  Ross 
Systems. 

In  the  utilities  market,  competitors  include 
Severn  Trent,  ORCOM,  IBM  and  Andersen 
Consulting. 

For  finance  and  human  resource  systems, 
Oracle  Corporation  markets  a system  that 
competes  with  SCT’s  BANNER  Finance  and 
Human  Resources  systems. 

In  the  area  of  manufacturing  and 
distribution,  competitors  include  SAP,  Baan, 
Datalogix,  Oracle,  QAD,  Ross  Systems  and 
System  Software  Associates. 

INPUT  Assessment 

SCT’s  strengths  include: 

• Strong  BANNER  product  line  supporting 
multiple  operating  systems  and  hardware 
platforms  in  multiple  markets,  worldwide 

• Satisfied  base  of  software  and  computing 
management  customers 

• Significant  power  providing  client/server 
and  open  systems  solutions  to  its  selected 
markets 
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• Successful  transition  to  client/server 
platforms  for  BANNER  software  for  the 
higher  education  market 

Challenges  include: 

• Growing  mid-level  services,  such  as 
systems  implementation  and  integration 

• Expanding  the  company’s  client  base 
outside  the  U.S. 
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SYSTEM  INTEGRATORS,  INC.  Alden  L.  Edwards,  President 
P.O.  Box  13626  Private  Corporation 

Sacramento,  CA  95853  Total  Employees:  380 


(916)  929-9481 

Total  Revenue,  Fiscal  Year  End 
9/30/91:  $70,000,000* 

* INPUT  estimate 

The  Company 

System  Integrators,  Inc.  (SII)  develops,  markets,  and  supports 
turnkey  systems  for  the  news  publishing  industry.  The  company  has 
installed  more  than  300  systems  which  publish  more  than  480 
newspapers,  wire  services,  catalogs,  and  magazines  throughout 
North  America,  Europe,  the  U.K.  and  Ireland,  the  Middle  East,  and 
the  Asia/Pacific  region. 

• Founded  in  1973,  SII  began  by  providing  custom  programming 
services  to  Northern  California  newspapers.  In  1976,  the 
company  began  marketing  the  System/22,  its  first-generation 
newspaper  publishing  system.  By  1979,  the  company  had 
installed  more  than  85  systems  in  small  newspapers  throughout 
the  U.S. 

• In  1981,  SII  first  installed  its  next  generation  system,  the  Tandem 
NonStop-based  System/55R,  at  the  San  Jose  Mercury  News.  The 
product  has  since  gained  wide  industry  acceptance  and  has  been 
installed  for  over  480  publications  worldwide. 

• During  1989,  SII  accelerated  its  move  to  provide  standards-based 
solutions  to  the  high-end  newspaper  publishing  marketplace  by 
forming  a strategic  marketing  and  technology  alliance  with 
Digital  Technology  International,  an  Orem  (UT)-based  news 
publishing  software  developer. 

- The  agreement  gives  SII  the  rights  to  market  Digital 
Technology's  entire  Macintosh-based  product  line  to 
newspapers  in  North  America,  France,  Germany,  Italy,  and 
Austria. 

• The  two  companies  have  since  successfully  completed  a 
cooperative  development  product  to  integrate  Macintosh- 
based  imaging  products  with  Tandem  computers.  The 
integration  software,  called  Mac/55,  was  announced  in  May 
1990  and  was  released  for  customer  shipment  later  in  1990. 

April  1992 
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Key  Products  and 
Services 


• To  date,  SII  has  installed  systems  ranging  in  price  from  $100,000 
to  $10  million,  with  upwards  of  1,000  terminals. 

SII  made  its  initial  public  offering  in  November  1983  and  a 
secondary  offering  in  March  1986.  In  January  1989,  the 
stockholders  of  SII  voted  to  approve  a recommendation  of  the 
Special  Committee  of  the  Board  of  Directors  to  take  the  company 
private  once  again. 

• A management  team,  led  by  company  President  Alden  L. 
Edwards,  now  owns  SII  in  equity  partnership  with  Citicorp 
Venture  Capital,  Ltd.  and  with  financing  from  Security  Pacific 
Bank  of  California  and  Chase  Manhattan  National  Bank. 

SII  currently  has  approximately  380  employees,  280  in  the  U.S.  and 
100  internationally. 


SII's  computer-aided  publishing  systems  include  a complete  line  of 
tools--fault-tolerant  computers  and  intelligent  controllers, 
workstations,  and  software-designed  to  support  editors,  writers,  and 
advertising,  display  ad  makeup,  and  production  personnel. 

• SII  is  committed  to  industry-standard  hardware  and  software 
platforms.  Standards-based  products  offered  from  SII  include 
Compaq,  Apple  Macintosh,  and  Intel  80386  PC/workstations. 

• Adobe's  PostScript  page  description  language  and  Tandem 
NonStop  computers  are  major  components  of  SII's  text-based 
product  line.  Macintosh-based  imaging  products  support  display 
ad  makeup,  graphics,  and  color. 

SII  currently  markets  the  following  product  lines: 

• The  System/55  product  ljne  was  introduced  in  1980  to  meet  the 
high-reliability  needs  of  large  circulation  metropolitan 
newspapers.  The  System/55  XR,  announced  in  January  1992,  is 
aimed  at  newspapers  with  midrange  circulation  (20,000  to 
80,000). 

- Major  software  components  to  the  system  include  System/55 
Editorial  for  creating,  editing,  managing,  and  typesetting 
editorial  copy,  and  System/55  Advertising  for  selling,  costing, 
maintaining,  and  typesetting  advertisements 

- System/55  uses  multiple  Tandem  NonStop  processors  and  can 
network  up  to  1,000  SII  Coyote  workstations. 
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- There  are  currently  over  300  System/55  installations 
worldwide. 

• Pag tStream:  The  Distributed  Page  Management  System  provides 
interactive  applications  and  data  base  management  software  for 
precise  control  over  the  entire  newspaper  page  production 
(pagination)  process  and  expands  the  existing  capabilities  of 
System/55,  with  enhanced  graphics  handling  features. 

- The  products  access  the  Tandem  data  base  to  provide  layout 
and  display  of  advertising  artwork  and  page  designs. 

- The  SII  Echo  pagination  workstation  is  a high-end  graphics 
workstation  to  support  the  Pag eStream  family  of  products. 
The  Echo  is  based  on  a Compaq  Deskpro  386/25B  Model  110 
with  a 25-Mhz  Intel  microprocessor. 

• Imaging  products  include: 

- Ad  Speed,  which  provides  Macintosh-based  display  advertising 
layout  and  design  capabilities  in  color  or  monochrome  with 
integrated  graphics 

- P&geSpeed,  a Macintosh-based  pagination  system  for  the 
layout  editor 

- SpeedPlanner,  which  implements  Pag eSpeed  by  providing 
dummying,  planning,  and  tracking  of  pages  so  multiple  people 
can  work  on  individual  page  elements 

- SpeedSetter,  the  SII  family  of  high-speed  PostScript- 
compatible  laser  imagesetters 

- Mac/55,  software  that  integrates  SII's  imaging  products  with 
its  Tandem-based  publishing  system  and  users  of  third-party 
Macintosh  applications 

• MarketShare  products  are  used  to  maintain  and  reclaim  market 
share  lost  to  other  news  distribution  and  advertising  media. 

- SpaceRes  is  used  to  sell,  position,  and  schedule  pre-placed 
ROP  ads  weeks,  months,  or  years  prior  to  publication. 

- Complex  Zoning  and  Rating  (CZAR)  provides  a method  for 
scheduling,  rating,  and  costing  ads  that  are  placed  in  multiple 
or  zone  editions  or  special  inserts. 
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- CreditLink  is  a credit  card  authorization  system  that  submits 
an  electronic  transaction  to  a service  bureau  for  the  purpose 
of  authorizing  the  payment  of  transient  classifieds. 

SII  customer  service  is  divided  into  four  functional  areas  as  follows: 

• Project  Management,  for  system  installation 

• Field  Services,  for  hardware  maintenance 

• Educational  Services,  for  customer  training 

• Support  Services,  for  software  support 


Approximately  95%  of  revenue  is  derived  from  newspaper 
publishers.  The  remaining  5%  is  derived  from  catalog  publishers, 
magazines,  and  wire  services. 

Of  the  100  largest  daily  newspapers  in  the  U.S.,  35  run  on  SII 
systems.  Of  the  11  fastest  growing  newspapers  in  the  U.S.,  seven 
run  on  SII  systems. 


INPUT  estimates  that  over  55%  of  SII's  fiscal  1991  revenue  was 
derived  from  the  U.S.  and  the  remainder  from  international 
sources. 

SII's  U.S.  office  is  in  Sacramento  (CA). 

Worldwide  sales  are  handled  through  subsidiaries  in  Australia 
(Australian  System  Integrators  Pty.  Ltd.),  Germany  (System 
Integrators  Deutschland  GmbH),  Scandinavia  (System  Integrators 
Scandinavia,  Oy-Helsinki),  France  (System  Integrators,  France 
S.A.),  and  Italy  and  Spain  (System  Integrators  Italia,  S.p.A.).  SII 
established  a European  headquarters,  System  Integrators  Europe 
(SIE),  in  1986  to  oversee  the  expansion  of  the  European  market. 
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System  Software  Associates,  Inc. 

(SSA) 


President 

& COO:  Terence  H.  Osborne 

Chairman,  & CEO:  Roger  E.  Covey 

500  West  Madison 
32nd  Floor 
Chicago,  IL  60661 

Phone:  (312)258-6000 

Fax:  (312)474-7500 


Status:  Public 

Employees:  1,800(12/94) 

Revenue:  $ 334,400,000 

Fiscal  Year  End:  10/31/94 


Key  Points 

• System  Software  Associates  (SSA)  offers  an 
integrated  line  of  business  applications 
software,  computer-aided  systems 
engineering  (CASE)  tools,  preventive 
maintenance  applications  and  electronic 
data  interchange  (EDI)  products  for  AS/400, 
RS/6000  and  HP  9000  servers. 


• In  October  1994,  Roger  E.  Covey  returned  to 
the  position  of  Chairman  and  CEO  of  SSA. 
Mr.  Covey  held  the  post  of  SSA’s  Chairman, 
CEO  and  President  from  December  1981  to 
August  1991.  Mr.  Larry  J.  Ford  was  the 
Chairman  and  CEO  from  August  1991  until 
October  1994. 

• In  June  1995,  SSA  announced  the  shipment 
of  four  new  Configurable  Enterprise 
Financials  (CEF)  products  as  part  of  its 
BPCS  (Business  Planning  and  Control 
System)  Client/Server  product  line. 
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• In  1994,  SSA  announced  the  availability  of 
BPCS  for  Windows™,  a client/server  version 
of  BPCS. 

Company  Description 

SSA,  founded  in  1981,  develops,  markets  and 
supports  four  software  product  lines  as 
follows: 

• BPCS  consists  of  more  than  40  integrated 
software  products  for  manufacturing, 
financial,  electronic  data  interchange, 
distribution  management  and  toolset 
applications. 

• AS/SET  (Application  System,  Solution 
Engineering  Technology),  SSA’s  CASE 
product  line,  is  designed  to  help  users 
develop  and  maintain  applications. 

• EDI/SET,  SSA’s  EDI  product  line,  allows  for 
computer-to-computer  exchange  of  business 
transactions  between  vendors  and  suppliers. 

• The  Main/Tracker  product  line,  acquired 
with  Elke  in  1993,  helps  organizations  track 
and  manage  the  maintenance  of  equipment, 
facilities  and  vehicles. 

SSA  markets,  sells  and  services  its  products 
primarily  through  three  distribution  channels: 
a direct  major  accounts  organization;  a 
network  of  150  independent  software 
companies  (affiliates)  that  sells  and  supports 
the  products  from  affiliates’  offices  in  70 
countries;  and  6 regional  headquarters  and  26 
branch  offices  in  the  U.S.  and  abroad. 

Structure  and  Operations 

SSA  has  40  direct  sales  offices  worldwide  and 
140  BPCS  support  centers  in  over  70 
countries. 

SSA’s  North  American  operations  include  6 
direct  sales  offices,  30  support  centers  and  20 
affiliates.  SSA  has  a local  presence  in  more 


than  three  dozen  other  North  American  cities 
through  its  BPCS  and  AS/SET  affiliates. 

SSA  has  12  offices,  56  support  centers  and  40 
affiliates  in  Europe,  Middle  East  and  Africa. 
SSA’s  European  affiliates  are  comprised 
mostly  of  IBM  agents. 

SSA’s  Asia/Pacific  operations  consist  of  18 
offices,  24  affiliates  and  32  support  centers.  It 
is  headquartered  in  Singapore,  and  has 
affiliates  in  Malaysia,  Thailand,  Indonesia, 

Sri  Lanka,  Hong  Kong,  Taiwan,  Korea,  China, 
Japan,  Australia,  Papua  New  Guinea,  Fiji  and 
the  Philippines. 

SSA  Latin  America  is  headquartered  in 
Buenos  Aires  and  has  40  offices,  17  affiliates 
and  22  support  centers. 

Company  Strategy 

SSA’s  product  strategy  incorporates  a 
cooperative  processing  architecture, 
compliance  with  IBM’s  SAA,  graphic  user 
interface  capabilities,  client/server 
technologies  and  seamless  integration  to  other 
technologies. 

The  company’s  software  development  strategy 
includes: 

• Addressing  the  complete  spectrum  of 
enterprise  business  system  requirements 
with  fully  integrated  products 

• Offering  one  family  of  products  worldwide, 
suitable  for  all  localities  and  regulatory 
requirements 

• Employing  client/server  technology 
throughout  all  product  offerings 

• Engineering  products  for  the  user  that  are 
easy-to-learn 
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• Providing  scalability  to  meet  the  needs  of 
small,  medium  and  large  businesses 

SSA  is  supporting  an  open  systems  strategy 
and  is  moving  all  its  product  lines  to  a 
configurable,  object-based  architecture  that 
runs  on  multiple  hardware  platforms, 
including  the  IBM  AS/400  as  well  as  UNIX- 
based  IBM  RS/6000  and  HP  9000  business 
systems. 

SSA  is  changing  its  organizational  structure 
from  a regional  to  a country  focus.  SSA’s 
strategy  is  to  increase  its  global  presence  by 
gaining  an  SSA  country  operation  in  strategic 
markets,  and  then  seek  additional  business 
partners  with  increased  emphasis  on  joint 
ventures. 


Financials 

SSA’s  fiscal  1994  revenue  reached  $334.4 
million,  a 27%  increase  over  fiscal  1993 
revenue  of  $263.4  million.  Net  income  was 
$15.4  million,  a 34%  decrease  from  $23.4 
million  in  fiscal  1993. 

• General  and  administrative  expenses 
increased  41%  during  fiscal  1994,  as 
compared  to  a 27%  increase  during  fiscal 
1993.  This  rise  in  expenses  was  due  to  the 
company’s  expansion  efforts  worldwide. 

• Research  and  development  expenses 
increased  53%  from  1993  to  1994,  compared 
to  a 39%  increase  from  1992  to  1993.  This 
steep  increase  was  due  to  the  development 
of  new  products  and  enhancement  of 
existing  ones. 


System  Software  Associates,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

10/94 

10/93 

10/92 

10/91 

10/90 

Revenue 

$334.4 

$263.4 

$228.8 

$146.0 

$108.5 

• Percent  increase 
from  previous  year 

27% 

15% 

(a) 

57% 

35% 

20% 

Income  before  taxes 

$23.8 

$35.7 

$41.6 

$23.8 

$13.7 

• Percent  increase  (decrease) 
from  previous  year 

(33%) 

(14%) 

75% 

74% 

N/A 

Net  income 

$15.4 

$23.4 

$26.6 

$15.4 

$8.8 

• Percent  increase  (decrease) 
from  previous  year 

(34%) 

(12%) 

(a) 

73% 

75% 

(5%) 

Earnings  per  share 

$0.57 

$0.86 

$0.99 

$0.58 

$0.33 

• Percent  increase  (decrease) 
from  previous  year 

(34%) 

(13%) 

(a) 

71% 

76% 

(6%) 

( 3)  Includes  a nonrecurring  benefit  ($10.4  million  of  revenue;  $5. 1 million  of  net  income;  $0. 1 9 per  share) 
related  to  the  adoption  of  mandatory  revenue  recognition  procedures. 
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SSA  management  attributes  fiscal  1994 
results  to  the  following: 

• License  fees  grew  28%  in  fiscal  1994,  after  a 
5%  growth  in  fiscal  1993.  This  was  largely 
due  to  a growth  in  the  AS/400  market  and 
an  improved  economy. 

• Client  services  revenue  grew  26%  in  fiscal 
1994,  following  a 50%  increase  during  fiscal 
1993.  SSA  has  targeted  generating  30%  of 
revenue  from  services  and  70%  from 
licenses. 

• All  geographic  areas  experienced  growth 
over  the  past  three  years. 

Research  and  development  expenses  were 
approximately  $35.1  million  (11%  of  revenue) 
in  fiscal  1994,  $37.3  million  (14%  of  revenue) 
in  fiscal  1993  and  $26.1  million  (11%  of 
revenue)  in  fiscal  1992.  These  amounts 
include  software  development  costs  that  were 
capitalized. 

Interim  Results 

Revenue  for  the  three  months  ending  April  30, 
1995  reached  $161.7  million,  a 17%  increase 
over  $138.4  million  for  the  same  period  in 
1994.  Net  income  rose  58%,  from  $3.8  million 
to  $6.0  million. 

Market  Financials 

SSA’  s revenue  is  derived  primarily  from  the 
discrete  manufacturing,  process 
manufacturing,  and  distribution  industries. 


The  target  markets  for  the  BPCS  product  line 
are  industrial  sector  firms  with  annual 
revenues  greater  than  $50  million.  Clients 
cover  the  entire  industrial  sector,  which  spans 
many  industries,  including  chemicals  and 
pharmaceuticals;  food,  beverage  and  tobacco; 
consumer  products,  automotive,  electronics 
and  instrumentation;  and  plastics  and 
machinery. 

BPCS  has  an  installed  base  of  over  7,000 
client  implementations. 

Main/Tracker  is  marketed  to  industrial  sector 
businesses,  schools,  hospitals  and 
construction  firms. 

The  target  market  for  SSA’s  AS/SET  CASE 
products  consists  of  BPCS  target  customers  as 
well  as  other  users  with  a need  to  develop 
customized  software  tools. 

The  EDI  products  are  marketed  to  the  BPCS 
and  AS/SET  marketplaces. 

Revenue  Source  by  Product  / Service 
Approximately  72%  of  SSA’s  fiscal  1994 
revenue  was  derived  from  applications 
software  product  license  fees  and  28%  from 
client  support  services. 

A three-year  source  of  revenue  summary 
appears  on  the  following  page. 
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System  Software  Associates,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

10/94 

10/93 

10/92 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  license  fees 

$239.5 

72% 

$187.9 

71% 

$178.5 

78% 

Client  services  and  other  (a) 

94.9 

28% 

75.5 

29% 

50.3 

22% 

Total 

$334.4 

100% 

$283.4 

100% 

$228.8 

100% 

(a)  Includes  hardware  sales  of  approximately  $2.3  million  in  fiscal  1992. 


Geographic  Markets 

Approximately  40%  of  SSA’s  fiscal  1994 
revenue  was  derived  from  the  U.S.  The 
remaining  60%  was  derived  from  various 
international  sources,  including  $36.4  million 


(11%  of  revenue)  from  sales  made  from  the 
U.S.  to  other  geographic  markets. 

A three-year  summary  of  geographic  source  of 
revenue  follows: 


System  Software  Associates,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

10/94 

10/93 

10/92 

Geographic  Markets 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$129.2 

39% 

$81.3 

31% 

$68.2 

30% 

Europe/Middle  East 

113.7* 

34% 

98.6 

38% 

85.8 

38% 

Asia/Pacific 

9.9 

3% 

16.5 

6% 

17.2 

7% 

Canada/Latin  America 

9.9 

3% 

14.0 

5% 

12.4 

5% 

Other 

71.7 

21% 

52.8 

20% 

45.2 

20% 

Total 

$334.4 

100% 

$263.4 

100% 

$228.8 

100% 

* 1994  revenue  includes  Africa,  in  addition  to  Europe  and  Middle  East 
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SSA  has  well-established  operations  in  all 
major  international  markets,  including  Brazil, 
Mexico,  Argentina,  Italy,  France,  Spain, 
Germany,  the  Netherlands,  the  U.K., 
Australia,  Singapore,  Japan  and  China. 

Acquisitions 

During  fiscal  1994  and  1993,  SSA  expanded 
its  global  coverage  through  the  following 
acquisitions: 

• In  1994,  SSA  acquired  its  Malaysian 
Business  Affiliate,  Ocean  Information 
Systems  (OIS). 

- OIS  had  42  employees  at  the  time  of  the 
acquisition  and  operations  in  both  Kuala 
Lumpur  and  Penang. 

- The  business  has  been  renamed  SSA 
Malaysia. 

• In  1994,  SSA  acquired  the  remaining  49%  of 
SSA-DAT  GmbH  and  the  remaining  20%  of 
SSA  Italia,  its  direct  operations  in  Germany 
and  Italy  respectively. 

• In  October  1993,  SSA  acquired  the 
remaining  interest  in  Solid  Beheer  B.V.,  a 
Dutch  company  that  develops  and  supports 
SSA’s  EDI  products.  SSA  originally  entered 
into  a joint  venture  with  Solid  Beheer  in 
1991. 

• In  September  1993,  SSA  acquired  its 
Mexican  affiliate  and  renamed  the  business 
SSA  de  Mexico.  The  acquired  company  was 
SSA’s  largest  affiliate  serving 
manufacturers  and  distributors  in  Latin 
America  with  software  and  consulting 
services. 

• In  August  1993,  SSA  acquired  Elke  Corp.  of 
Plymouth  (MN)  for  300,000  shares  of  SSA 
common  stock  valued  at  about  $6.4  million. 
Although  the  acquisition  was  accounted  for 


as  a pooling  of  interests,  SSA’s  financials 
prior  to  the  acquisition  were  not  restated. 

- Elke  is  a leading  provider  of  the 
Main/Tracker  product  line  for  tracking 
and  managing  the  maintenance  of 
equipment,  facilities  and  vehicles  to 
industrial  sector  businesses  and 
organizations  such  as  schools,  hospitals 
and  construction  firms. 

- Elke  had  approximately  50  employees  at 
the  time  of  the  acquisition,  annual  revenue 
of  about  $4  million  and  approximately 
2,500  customers  using  its  Main/Tracker 
products. 

- Elke  has  been  renamed  SSA/Elke. 

Divestitures 

In  September  1994,  SSA  sold  a 35%  interest 
in  SSA  Mid-Atlantic,  Inc.,  an  associated 
company  which  was  a 50%  joint  venture  of 
SSA.  SSA  now  has  only  15%  ownership  of  the 
venture. 

Employees 

As  of  December  31,  1994,  SSA  had 
approximately  1,800  employees.  About  500  of 
these  work  in  customer  support. 

Key  Products  and  Services 

To  date,  SSA  has  licensed  approximately 

100.000  software  products  in  more  than 

10.000  installations  worldwide. 

BPCS  Product  Line 

SSA’s  primary  software  product 
line — BPCS — consists  of  more  than  40 
integrated  products  designed  for 
manufacturing,  distribution,  financial, 
electronic  data  interchange  and  toolset 
applications. 
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• In  June  1995,  SSA  began  shipping  BPCS 
Client/Server  products  based  on  its  new 
object  computing  architecture.  The 
company  introduced  four  new  Configurable 
Enterprise  Financials  (CEF)  products — 
collectively  known  as  Configurable 
Enterprise  Accounting  (CEA) — as  part  of 
this  product  line. 

- BPCS  Configurable  Ledger — A financial 
repository 

- BPCS  Configurable  Currency  Translation 
— Supports  multiple  currency  vendor  and 
customer  processing 

- BPCS  Enterprise  Structures  and 
Consolidations — Reports  and  analyzes 
operational  results 

- BPCS  Advanced  Budgeting  and  Analysis — 
Allows  users  to  establish  and  maintain 
unlimited  budgets  and  books  for  each 
reporting  unit 

• In  May  1994,  SSA  announced  a group  of  six 
products  for  the  HP  9000. 

Manufacturing  products  include  the  following: 

• Master  Production  Scheduling  (MPS) 
identifies  future  production  and 
procurement  actions  that  need  to  be  taken 
in  response  to  customer  demand  as  well  as 
day-to-day  events  and  ties  overall  business 
planning  to  detail  operations. 

• Material  Requirements  Planning  (MRP) 
identifies  future  production  and 
procurement  actions  that  are  needed  in 
response  to  day-to-day  events  and  connects 
overall  business  planning  to  detail 
operations. 


• Capacity  Planning  allows  production  control 
to  identify  potential  bottlenecks  and  backlog 
problems  so  that  adjustments  can  be  made. 

• JIT  (Just-in-time)/Repetitive  Manufacturing 
provides  support  for  just-in-time  and 
repetitive  manufacturing  techniques  and 
support  for  make-to-schedule  activities  of 
process  manufacturers. 

• Manufacturing  Data  Management  allows 
the  definition  and  use  of  product  structure 
and  routing  information  for  a variety  of 
planning  and  costing  needs. 

• Advanced  Process  Industries  contain 
features  and  functions  essential  to  many 
process  industry  companies,  including  lot- 
level  potency,  batch  balancing,  physical 
versus  theoretical  quantities,  container 
control  and  tracking,  campaign  planning, 
reverse  balancing,  full  notes  subsystems,  lot 
tracking  and  traceability. 

• Configuration  Management  automates  the 
configuration  and  order-entry  processes  that 
are  executed  relative  to  a customer  request 
for  a make-to-specification  product. 

• Shop  Floor  Control  provides  current  status 
of  jobs,  work-in-process  and  production 
activity  to  permit  performance  evaluation, 
detailed  planning  and  scheduling. 

• Quality  Management  System  (QMS) 
implements  quality  assurance  and  quality 
control  functions;  integrated  with 
production,  procurement  and  inventory 
control. 

• Planner’s  Assistant  is  a distributed 
database  client/server  apphcation  that 
supports  planners  who  handle  master 
production  schedules  and  material 
requirements  plans. 
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• CIMPath™  automates  data  collection  and 
updates  from  the  plant  floor  or  distribution 
center  through  a variety  of  scanners, 
magnetic  card  readers,  hand-held  devices, 
voice  input,  scales  and  other  devices. 

• Multiple  Facility  Support  allows 
configuration  of  BPCS/AS  applications  and 
transmission  of  operational  data  across  a 
network  of  server  computers  and  supports 
centralized  and  decentralized  operating 
functions. 

• Formulation  Assistant  is  a distributed 
database  client/server  application  to  support 
chemists,  laboratory  managers  and  process 
engineers  in  the  graphical  definition  of 
product  and  process  formulations. 

• Work  Order  Scheduling  and  Control 

• Equipment  Tracking  establishes  and 
maintains  foundation  data  for  all 
maintenance  management  activities. 

• Component  Tracking  manages  information 
about  equipment  components,  including 
automatic  tracking  of  component  service 
life,  spare  components  and  repair/exchange 
histories. 

• Preventive  Maintenance  Tracking  schedules 
all  preventive,  predictive  and  corrective 
maintenance,  repair  and  overhaul  (MRO) 
tasks,  plus  safety  inspections  and  planned 
component  replacements.  Preventive 
maintenance  is  scheduled  automatically  on 
the  basis  of  user-defined  units  of  equipment 
use. 

• Maintenance  Cost  Tracking  reports  monthly 
actual  repair  costs  for  the  life  of  each  facility 
or  equipment  unit,  with  breakdown  by 
month  and  year. 


• Maintenance  Manager’s  Assistant  is  a 
workstation-based  tool  that  supports  user- 
defined  MRO  performance  measurements 
and  targets,  analyzes  trends  in  historical 
MRO  performance  and  identifies  problem 
areas  for  follow-up  action. 

Supply  Chain  Management  products  include 

the  following: 

• Order  Processing  processes  entry  and 
fulfillment  of  customer  orders;  provides 
automatic  pricing  and  inventory  allocation 
to  decrease  order  fulfillment  cycle  times, 
reduce  back  orders  and  provide  information 
for  production  and  accounting  projections; 
and  allows  prints  customer 
acknowledgments  and  shipping  documents. 

• Inventory  Management  allows  users  to 
obtain  information  for  planning  and  control 
of  finished  goods,  work-in-process  and  raw 
material  inventory  and  provides  summary 
and  detail  analysis  on  demand  for 
accounting  and  production  control  purposes. 

• Warehouse  Management  automates  the 
warehouse  distribution  process,  from 
receiving  and  putaway  to  picking  and 
deployment. 

• Distribution  Resources  Planning  (DRP) 
identifies  demand  on  distribution  centers 
and  resulting  impact  on  resupply  facilities 
and  presents  transportation  loading  and 
scheduling  information. 

• Billing  and  Sales  Analysis  allows  customer 
orders  to  be  billed  after  shipment,  with 
invoices  printed  and  inventory,  sales  and 
accounting  information  maintained 
automatically. 

• Purchasing  finks  planning,  requisitioning, 
receiving  and  inspection  to  inventory  stocks 
to  permit  evaluation  of  vendors  and 
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purchasing  performance  and  prints 
purchase  orders  and  receiving  documents. 

• Forecasting  provides  for  statistical  forecasts 
of  future  customer  sales. 

• Promotions  and  Deals  provides  advanced 
functions  for  managing  marketing 
promotion  programs. 

• Sales  Performance  Management  is  a sales 
management  tool  that  combines  sales  and 
order  data  with  budget  and  planning 
information. 

• Performance  Measurement  provides 
feedback  and  accountability  in  several  key 
management  areas  to  executives  in  order  to 
allow  them  to  monitor  performance  of  their 
business  against  plan. 

Financial  products  include  the  following: 

• General  Ledger  and  Financial  Retrieval 
System  provides  user-defined  financial 
reporting,  allows  for  accumulation  of 
financial  information  to  support  accounting 
functions,  and  allows  analysis  of 
information  for  management  decision- 
making. 

• Accounts  Payable  provides  for  the  control 
and  processing  of  payables  information. 

• Accounts  Receivable  collects  and 
disseminates  cash  flow  information  aimed  at 
accelerating  collection,  assessing  credit  and 
reducing  bad  debt. 

• Advanced  Remittance  Processing 
automatically  applies  receipts  to  invoices  for 
bank  lockbox  processing,  posts  payments 
against  invoices  and  reconciles  payments  to 
invoices. 


• Credit  and  Deductions  Management 
evaluates  customer  credit  status  to  help 
credit  and  sales  managers  review  customer 
credit  worthiness. 

• Multi-Currency  provides  multiple  currency 
operations  for  the  financial,  inventory,  order 
processing,  billing  and  sales  applications. 

• Currency  Translation  allows  consolidation, 
reporting  and  analysis  of  multiple  currency 
financial  data. 

• Fixed  Assets  (U.S.  and  Canada  only) 
manages  and  controls  all  types  of  property, 
plant  and  equipment. 

• Financial  Analyst’s  Assistant  is  a 
distributed  database  client/server 
application  providing  user-tailored  analysis 
of  financial  performance. 

• Cost  Accounting  provides  activity-based 
control  of  purchasing,  shop  order, 
production  schedule  and  overhead  costs  and 
full  multiplant  and  multifacility  costing. 

• Cash  Management  provides  features  for 
handling  bank  drafts,  letters  of  credit  and 
notes  receivable  and  payable. 

User  Vision,  SSA’s  retrieval  product,  is  an 
enterprise-wide  client/server  information 
retrieval  solution  for  BPCS. 

SSA  Tool  Set  Products 

SSA’s  AS/SET  CASE  tools  are  used  to  develop 
and  maintain  applications  on  the  AS/400, 
RS/6000  and  NT  servers. 

• SSA  has  enhanced  AS/SET  to  generate 
platform-independent,  business-critical 
applications  for  a range  of  business  systems, 
including  the  HP  9000,  IBM  RS/6000  and 
NT  servers. 
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• To  date,  SSA’s  CASE  products  have  been 
installed  at  more  than  1,600  installations 
worldwide. 

SSA  currently  offers  the  following  CASE 

software  products: 

• AS/SET  IWS  (Intelligent  Workstation)  is  a 
multitasking  workstation-based  application 
definition  facility  that  operates  either 
detached  from  or  attached  to  the  server. 

• AS/SET  UCI  (Upper  CASE  Integration) 
controls  and  monitors  the  sharing  of  CASE 
constructs  between  multiple  developers  and 
platforms,  acting  as  the  librarian  for  CASE 
design  objects  between  server  and  IWS  local 
microcomputer  repositories. 

• AS/SET  ADK  (AS/400  Development  Kernel) 
accelerates  the  process  of  design,  generation 
and  maintenance  of  applications  software 
for  the  AS/400  environment. 

• AS/SET  INT  (Integrator)  integrates  AS/SET 
ADK  and  selected  front-end  workstation- 
based  CASE  tools,  including 
KnowledgeWare  and  Bachman  products. 

• AS/SET  UDK  (UNIX  Development  Kernel) 
regenerates  applications  to  run  within 
UNIX-based  environments. 

• AS/SET  AIM  assures  successful  fast-path 
migration  to  the  AS/SET  paradigm. 

• AS/SE  RSD  is  a systems  development 
methodology  for  development  of  information 
systems  in  shorter  cycle  times. 

EDI  Products 

SSA’s  EDI/SET  products  enable  computer-to- 

computer  exchange  of  business  transactions 

between  vendors  and  suppliers. 


• EDI/SET  SCK  (Standards  Compliance 
Kernel)  is  an  EDI  translation  and 
communication  product.  It  supports  the 
translation  of  EDI  messages  according  to 
national  and  international  standards  and 
customization  for  proprietary  message 
requirements.  Standards  supported  include 
ANSI  X12,  EDIFACT,  UCS,  CISCO,  Odette 
and  Tradacoms. 

• EDI/SET  ANK  (Advanced  Networking 
Kernel)  provides  the  fink  between  EDI/SET 
SCK  translator  and  external  value-added 
networks  and  supports  communication 
setup,  connection-type  maintenance, 
network  administration  and  system  report 
retrieval  functions. 

• EDI/SET  IDK  (Integration  Development 
Kernel)  is  a high-level  development  tool  to 
provide  integration  of  EDI  messages  with 
business  enterprise  systems. 

The  entire  BPCS  product  line  is  available  in 
English,  Arabic,  Ideographic  Chinese,  Czech, 
Danish,  Dutch,  Finnish,  French,  German, 
Greek,  Hebrew,  Hungarian,  Italian, 
Ideographic  Japanese,  Korean,  Polish, 
Portuguese,  Russian,  Spanish  and  Swedish. 

Maintenance  Management  Products 

Main/Tracker,  is  a preventive  maintenance 
system  that  automates  the  planning  and 
control  of  all  equipment  and  facilities 
maintenance,  safety  inspections  and  warranty 
tracking. 

• Main/Tracker  runs  on  AS/400  computers. 

Its  capabilities  are  integrated  with 
BPCS/AS  applications. 

• There  are  currently  more  than  2,500  client 
implementations  of  Main/Tracker  in  North 
America,  Europe,  Latin  America  and  Asia. 
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Main/Tracker  modules  are  as  follows: 

• MRO  Parts  Management  maintains 
information  unique  to  the  spare  parts 
inventory. 

• MRO  Work  Order  Scheduling  and  Control 
manages  the  MRO  work  request  backlog, 
then  launches  and  controls  MRO  work 
orders. 

• Automated  Data  Collection  performs  the 
data  collection  process  for  all  facilities 
management  tasks  and  supports  the  use  of 
bar  code  reading  devices. 

• Warranty  Claims  Tracking  keeps  track  of 
warranty,  generates  and  tracks  warranty 
claim  documents,  tracks  warranty  claim 
collections  and  keeps  an  on-line  history  of 
warranty  activity. 

Client  Services 

SSA  supports  its  clients  through  a worldwide 
client  service  network  that  consists  of  more 
than  500  direct  support  staff  located  at  SSA’s 
regional  headquarters  and  branch  operations 
as  well  as  more  than  3,000  additional 
professionals,  dedicated  to  supporting  SSA 
clients,  in  SSA’s  Affiliate  Business  Partner 
network. 

HelpLine,  SSA’s  international  24-hour 
telephone  support  service,  also  supports 
subscribing  SSA  clients. 

SSA  also  offers  the  following  implementation 
programs: 

• BPCS/AS  Advanced  Systems 
Implementation  Strategy  (BASIS)  is  SSA’s 
proprietary  fast-track  implementation 
methodology  for  information  systems. 


• AS/SET  Accelerated  Implementation 
Methodology  (AIM)  is  SSA’s  fast-track 
CASE  implementation  methodology.  It  is  a 
detailed  roadmap,  laying  out  the  phases, 
steps,  deliverables  and  organization 
required  to  successfully  implement  CASE. 

• EDI/SET  Rapid  Electronic  Data 
Implementation  Methodology  (REDI)  is 
SSA’s  EDI  implementation  methodology. 

Marketing  and  Sales 

SSA  sells  and  supports  its  products  through 
its  affiliate  network,  a major  accounts 
organization  and  regional  headquarters  and 
branch  offices. 

• SSA  has  a major  accounts  organization  in- 
house  that  coordinates  sales  and  support  to 
larger  corporations  to  better  deal  with  the 
special  needs  of  the  multisite  and 
multinational  customer  via  40  SSA  offices 
worldwide.  SSA’s  major  accounts  strategy 
includes  following  up  leads  generated  by  its 
affiliates  as  well  as  generating  contacts  at 
the  corporate  level. 

• On  December  15,  1994,  SSA  had  150 
affiliate  business  partners  with  offices  in 
over  70  countries.  Affiliates  are  responsible 
in  their  respective  territories  for  marketing 
and  sales  and  implementation  services, 
including  education,  project  management 
and  customization.  SSA  provides  technical, 
applications  and  sales  training;  marketing 
and  technical  support;  and  emergency 
customer  service  to  the  affiliates. 

• SSA  also  distributes  its  products  through  its 
6 regional  and  26  branch  offices.  The 
branch  offices  operate  as  district  or  country 
sales  and  service  or  sales  support  offices 
similar  to  the  affiliates  but  under  the  direct 
control  of  SSA. 
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Alliances 

In  August  1994,  SSA  was  selected  as  a 
worldwide  enterprise  software  partner  by 
Packard  Bell  to  provide  installation  of  BPCS 
products  at  six  Packard  Bell  manufacturing 
and  distribution  sites  over  the  next  three 
years.  In  addition,  SSA  will  provide  education 
and  support  to  Packard  Bell. 

In  July  1994,  SSA  formed  an  agreement  with 
Service  Systems  International,  Ltd.  (SSI)  of 
Kansas,  to  market  SSI  service  management 
software — SSI  S2000 — to  industrial 
businesses  as  part  of  a complete  SSA 
enterprise  software  solution.  The  solution  is 
sold  as  the  BPCS  Service  Management 
System. 

In  April  1994,  SSA  announced  a worldwide 
product  development  and  marketing 
relationship  with  IBM.  The  agreement 
provides  SSA  with  assistance  in  extending  its 
software  to  the  IBM  RS/6000  family  of  UNIX- 
based  workstations  and  servers  and 
establishes  jointly  developed  marketing 
programs  that  address  specific  industrial 
markets. 

In  March  1993,  SSA  announced  that  it  had 
formed  a marketing  and  development  alliance 
with  Bachman  Information  Systems,  Inc.  to 
provide  IBM  AS/400  customers  with  an 
analysis  tool  for  integrating  computer-aided 
software  engineering  (CASE). 

In  February  1993,  SSA  announced  that  it  had 
been  named  an  IBM  Business  Partner — 
Cooperative  Software  Supplier.  Under  the 
terms  of  the  agreement,  IBM’s  U.S.  direct 
sales  force  markets  and  sells  SSA’s  complete 
line  of  software  products  that  run  on  the  IBM 
AS/400  computer. 


Competitors 

SSA’s  primary  competitors  for  its  BPCS/AS 
product  line  include  IBM/Marcam  (MAPICS), 
American  Software,  Andersen  Consulting, 
Computer  Associates  (ASK  Computer 
Systems),  SAP  and  J.D.  Edwards. 

Main/Tracker  competitors  include  Marcam 
and  J.D.  Edwards. 

CASE  competitors  include  Synon,  Lansa  and 
Progress  Software. 

EDI  competitors  include  Sterling  Software 
(Electronic  Commerce  Group)  and  Premenos. 

INPUT  Assessment 

SSA’s  strengths  include  its  broad  product 
offerings,  applications  development  and 
systems  management  product  capabilities, 
strong  distribution  network  and  broad 
international  customer  base.  SSA  also  has  a 
customer  support  capability  based  on  a staff  of 
more  than  500  SSA  professionals  plus  more 
than  3,000  support  consultants  in  its  Affiliate 
Business  Partner  network. 

Challenges  for  SSA  include  increasing  its 
share  of  the  UNIX  open  systems  market  in 
addition  to  its  traditional  AS/400  market, 
dealing  with  pricing  pressures  in  the  open 
systems  environment  and  expanding  its 
client/server  product  offerings. 
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□ New  Entry 

Please  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

^ I.  GENERAL  INFORMATION 


□ Revised 


Vendor  Name: 


Address: 


CEO/President: 

Name 

Key  Contact: 

Name 

Total  Employees: Year  Founded: 

Company’s  Primary  Business: 


Phone: 


Title 


Title 


Type  of  Ownership: 

□ Public  □ Subsidiary 

□ Private  □ Division 

Parent  Corporation 

Subsidiaries:  

Annual  revenue  $ Fiscal  Year  Ending  / / 

Mo  Day  Yr 

— or — Revenue  Range: 

□ Under  $1  Million  □ $10-20  Million 

□ $1-5  Million  □ $20-40  Million 

□ $5-10  Million  □ Over  $40  Million 

What  percent  growth  did  the  company  experience  over  the  previous  year? % 

What  percent  of  your  revenue  is  derived  from: 

U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 


II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  delivery  modes: 


1.  Application  Software  Products 

% 

5.  VARs/Tumkey  Systems 

2.  Systems  Software  Products 

% 

6.  Professional  Services 

3.  Processing  Services 

% 

7.  Systems  Integration 

4.  Network  Services 

% 

8.  Systems  Operations 

TOTAL  100% 


CVDIR 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry- specific/ 


cross-industry  markets?  (If  percentages 

are 

not  available,  please  indicate  applicable  areas  with 

“X”.) 

Industry-Specific 

Cross- Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants. 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1. 

2.  

3.  

Any  acquisitions? 

Submitted  by: Date: 

Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 
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□ New  Entry 

Please  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

V I.  GENERAL  INFORMATION 


□ Revised 


Vendor  Name: 


Address: 


CEO/President: 

Name 

Key  Contact: 

Name 

Total  Employees: Year  Founded: 

Company’s  Primary  Business: 


Phone: 


Title 


Title 


Type  of  Ownership: 

□ Public 

□ Private 

Subsidiaries: 


Annual  revenue  $ 


— or — Revenue  Range: 

□ Under  $1  Million 

□ $1-5  Million 

□ $5-10  Million 


□ Subsidiary 

□ Division 
Parent  Corporation 


Fiscal  Year  Ending 


Mo 


Day 


Yr 


□ $10-20  Million 

□ $20-40  Million 

□ Over  $40  Million 


What  percent  growth  did  the  company  experience  over  the  previous  year? 
What  percent  of  your  revenue  is  derived  from: 

U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 


% 


II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue 

1.  Application  Software  Products  % 

2.  Systems  Software  Products 

3.  Processing  Services 

4.  Network  Services  % 8. 


derived  from  the  following  delivery  modes: 


VARs/Tumkey  Systems  % 

Professional  Services  % 

Systems  Integration  % 

Systems  Operations  % 

TOTAL  100% 


is 
5. 

% 6. 

% 7. 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry-specific/ 
cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 


”) 

Industry-Specific 

Cross-Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants, 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1.  

2.  

3.  

Any  acquisitions?  

Submitted  by: Date: 

Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 

INPUT  • 1280  Villa  Street  • Mountain  View,  CA  94041-1194  • (415)961-3300 
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DIRECTORY 


Please  provide  as  much  data  as  known. 
I.  GENERAL  INFORMATION 


□ New  Entry 

Partially  complete  forms  are  welcome. 


□ Revised 


Vendor  Name: 


Address: 


CEO/President: 

Name 

Key  Contact: 

Name 

Total  Employees: Year  Founded: 

Company’s  Primary  Business: 


Phone: 


Title 


Title 


Type  of  Ownership: 

□ Public  □ Subsidiary 

□ Private  □ Division 

Parent  Corporation 

Subsidiaries: 


Annual  revenue  $ Fiscal  Year  Ending  / / 

Mo  Day  Yr 

— or — Revenue  Range: 

□ Under  $1  Million  □ $10-20  Million 

□ $1-5  Million  □ $20-40  Million 

□ $5-10  Million  □ Over  $40  Million 

What  percent  growth  did  the  company  experience  over  the  previous  year? % 

What  percent  of  your  revenue  is  derived  from: 

U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 


II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  delivery  modes: 


1. 

Application  Software  Products 

% 

5.  VARsfTumkey  Systems 

% 

2. 

Systems  Software  Products 

% 

6.  Professional  Services 

% 

3. 

Processing  Services 

% 

7.  Systems  Integration 

% 

4. 

Network  Services 

% 

8.  Systems  Operations 

% 

TOTAL 

100% 

CVDIR 


1 of  2 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry-specific/ 
cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 


Industry-Specific 

Cross-Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants, 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1.  

2.  

3. 

Any  acquisitions? 


Submitted  by: Date: 

Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 

INPUT  • 1280  Villa  Street  • Mountain  View,  CA  94041-1 194  • (415)961-3300 


CVDIR 


2 of  2 


Confidential — INPUT 


INPUT  VENDOR  ANALYSIS  PROGRAM 
DIRECTORY 


□ New  Entry 

Please  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

I.  GENERAL  INFORMATION 


□ Revised 


Vendor  Name: 


Address: 


CEO/President: 

Name 

Key  Contact: 

Name 

Total  Employees: Year  Founded: 

Company’s  Primary  Business: 


Phone: 


Title 


Title 


Type  of  Ownership: 

□ Public  □ Subsidiary 

□ Private  □ Division 

Parent  Corporation 

Subsidiaries: 

Annual  revenue  $ Fiscal  Year  Ending /___ 

Mo  Day 

□ $10-20  Million 

□ $20-40  Million 

□ Over  $40  Million 

What  percent  growth  did  the  company  experience  over  the  previous  year? 

What  percent  of  your  revenue  is  derived  from: 


U.S. 

% 

Canada 

% 

Europe 

% 

Asia/Pacific 

% 

Other  International 

% 

— or — Revenue  Range: 

□ Under  $1  Million 

□ $1-5  Million 

□ $5-10  Million 


Yr 


% 


II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  delivery  modes: 


1.  Application  Software  Products 

% 

5.  VARs/Tumkey  Systems 

% 

2.  Systems  Software  Products 

% 

6.  Professional  Services 

% 

3.  Processing  Services 

% 

7.  Systems  Integration 

% 

4.  Network  Services 

% 

8.  Systems  Operations 

% 

TOTAL 

100% 

CVDIR 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry-specific/ 
cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 


“X”.) 

Industry-Specific 

Cross-Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants. 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1. 

2. 

3.  

Any  acquisitions?  

Submitted  by: ___ Date* 

Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 

INPUT  • 1280  Villa  Street  • Mountain  View,  CA  94041-1 194  • (415)  961-3300 
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